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Accounting for Investors 


“Increasingly,” reports the 

American business magazine, 

Fortune, “foreign companies 
are seeking out the American investor 
m@ his own doorstep. The... American 
Stock Exchange in New York has listed 
§i foreign securities since World War 
i” But this development, welcome 
though it evidently is to the American 
ifyestor, has focused attention on a 
significant difference between American 
ad European companies, The latter 
@# not, as a general rule, give their 
ihareholders the amount of financial 
imformation that American investors 
lave come to regard as a minimum. “In 
plain language,” says Fortune, “foreign 
fie. European] business could stand a 
large dose of what American business 
takes for granted—the principle of 
Wuth in securities.’ ” 


This is trenchant criticism. Happily 
it hardly applies to Australia, even 
though the average Australian company 
des not yet give the amount of detailed 
information that is common in U.S.A. 
But the great improvement that has 
laken place in Australian company 
ports over the last few years suggests 
that only a certain amount of inertia, 
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rather than any deep-seated opposition, 
remains to be overcome before most 
Australian reports measure up to the 
American standard, at any rate in terms 
of quality and quantity of financial 
information, if not in lavishness of 
appearance. 


Much of the credit for this rapid 
improvement must be given to the 
Australian Institute of Management, 
whose annual awards for company 
reports have stimulated great interest 
here recently. 


But there is no cause for complacency ; 
some fundamental problems remain to 
be solved. The haste with which some 
companies, under the actual or potential 
threat of a take-over offer, have caused 
their assets to be revalued, suggests 
that accounting techniques must be 
lacking something. It can hardly be 
claimed that existing techniques pro- 
vide information adequate for every 
decision the investor may need to make. 
This is a challenge which accountants 
cannot ignore. In our present-day pre- 
occupation with newer and perhaps 
more interesting aspects of accounting, 
we must not overlook the need to refine 
and improve the techniques of account- 
ing for investors. 





@ accounting ® 


legislation 


@ finance @ miscellany 








MONTHLY REVIEW 


of current events 








The names of five members of 
the Australian Society of Ac- 
countants were included in Her 
Majesty, Queen  Elizabeth’s 
Birthday Honours list last month. 


The Honourable Arthur George 
Warner, M.L.C., F.A.S.A., was created a 
Knight Bachelor. Sir Arthur Warner 
is Minister for Transport in the Vic- 
torian Government, and is leader of 
the Government in the Legislative 
Council. He entered politics ten years 
ago and was Minister for Housing in 
an earlier administration. Sir Arthur 
Warner founded the company of Elec- 
tronic Industries Ltd. 


Mr. Ernest William Hicks, A.A.S.A., 
of Melbourne, Secretary of the Depart- 
ment of Air, has been made a Com- 
mander of the Order of the British 
Empire, for distinguished public ser- 
vice. 


Messrs. Ernest John Pitchford, 
F.A.S.A., of Launceston, Tasmania, and 
Tan Cui Choon, A.A.S.A., of Sarawak, 
have been made Officers of the Order 
of the British Empire. Mr. Pitchford’s 
honour was for service to public and 
political affairs; Mr. Tan’s for public 
services in Sarawak. 


Mr. John William Joseph Byrne, 
F.A.S.A., of Sydney, has been made a 
Member of the Order of the British 
Empire, for public service. 


Bankruptcy overhaul 


Bankruptcy law has been evolving 
for centuries, but there is no reason 
to suppose that its evolution is now 
complete, or for that matter ever will 
be complete. Since it endeavours to 
serve ends and interests that are fun- 
damentally conflicting, it must proceed 
by a series of compromises and this is 
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a situation likely to leave almost every- 
one only partly satisfied. 


The periodic overhaul of bankruptey 
legislation is now coming up in both 
Australia and U.K. The appointment 
of a departmental committee under the 
chairmanship of His Honour, Judge 
J. B. Blagden, was announced in Lon- 
don a few months ago: It will consider 
amendments to the Bankruptcy Acts 
of 1914 and 1926, and the Deeds of 
Arrangement Act 1914. More recently 
the Commonwealth Attorney-General, 
Senator Spicer, announced the estab- 
lishment of a committee. to advise on 
the preparation of a new Bankruptcy 
Bill for Australia. Its chairman will 
be the Federal Judge in Bankruptcy, 
Sir Thomas Stuart Clyne, and the ac- 
countancy profession will be repre 
sented by Mr. N. S. Young, an Adelaide 
chartered accountant and a Past Pre 
sident of the former Commonwealth 
Institute of Accountants. 


Privy Council on secret reserves 

We are indebted to Mr. G. 6G 
Richardson, writing in The Canadian 
Chartered Accountant, for drawing at 
tention to the following extract from 
the reasons of the Privy Council in the 
Anaconda American Brass Case,' de 
cided last year: “Their Lordships do 
not question that the LIro method or 
some variant of it may be appropriate 
for the corporate purposes of a trading 
company. Businessmen and their a& 


countant advisers must have in mind n0t | 


only the fiscal year with which alone 
the Minister is concerned. It may wel 





1. Minister of National Revenue v. Anaconda 
American Brass Ltd., [1956] 2 W.LR 
31. 
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be prudent for them to carry in their 
pooks stock valued at a figure which 
represents neither market value nor 
its actual cost but the lower cost at 
which similar stock was bought long 
ago. A hidden reserve is thus created 
which may be of use in future years.” 
(Italics not in original.) 


Mr. Richardson’s comment: “This 
statement came twenty-five years too 
late to assist the officials of the Royal 
Mail Steam Packet Company in the 
classic case relating to secret reserves.” 


Solicitors’ trust account audits 


An amendment to the Victorian 
legal Profession Practice Act 1946 is 
of importance to auditors of solicitors’ 
trust accounts in Victoria. By amend- 
ment of s. 36 (2) of that Act, the re- 
sponsibility for deciding whether a 
deficiency in a solicitor’s trust accounts 
is due to inadvertence (or some other 
circumstance for which the solicitor 
ought fairly to be excused) now rests 
with the Council of the Law Institute, 
instead of with the auditor as formerly. 
In consequence of this, the form of the 
auditor’s report, prescribed by the 
Solicitors (Audit and Practising Cer- 
tificate) Rules, has been amended. 
(Victoria Government Gazette, 30 
May 1956.) Paragraph 6 of the 
auditor’s report is now required to be 
inone of the following three forms: 

. That there was not so far as shown by the 

said audit at any time during the period of 


the audit any deficiency in the trust 
accounts of the said * 


or 
That there was on (or about) the 
. a deficiency of 
» more or less, in the trust 
bank account of the said * 


or 
. That there was on (or about) the 


day of 19....a deficiency of 

£ » more or less, in the trust 
bank account of the said* 
and the amount of the deficiency was re- 
stored before the date of this report. Such 
deficiency arose in the following circum- 
sta (here set 
out the circumstances causing or contribut- 
mg to the deficiency.) 

‘Full name of the solicitor. 


(The other paragraphs of the audit 
teport are unchanged.) 
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It should be noted that, if there has 
been a deficiency in the trust bank ac- 
count which has been restored before 
the date of the audit report, para- 
graph 6 of the audit report must be 
worded in the form of the third alter- 
native given above. The auditor has 
no discretion in such a situation. His 
obligation is to report the fact and the 
circumstances to the Law Institute’s 
Council, which will decide whether the 
circumstances are such that the solici- 
tor ought to be excused. 


The amended form of certificate 
should be used in respect of audits for 
the year ended 30 June 1956. 


Honorary memberships 


Professor William J. Vatter of 
Chicago, and Messrs. E. Cassleton 
Elliott and A. A. Garrett of London 
have become the first Honorary Mem- 
bers of the Australian Society of Ac- 
countants. 


Professor Vatter was Fulbright 
Visiting Professor in the Department 
of Accounting, University of Mel- 
bourne, in the latter half of 1955. 
While in Australia, he willingly under- 
took a very onerous programme of lec- 
tures and discussions for members of 
the Society and of kindred organisa- 
tions. Apart from the great educa- 
tional value of his work here, Profes- 
sor Vatter contributed much towards 
establishing a closer relationship be- 
tween the universities, the profession 
and the community. 


Mr. Cassleton Elliott acted as London 
representative of the Commonwealth 
Institute of Accountants from 1917 
until 1952. He has since performed 
numerous services for the Society and 
many members have been indebted to 
him for his kindly help and hospitality 
while they were in London. 


Mr. Garrett is a former Secretary 
of the Society of Incorporated Ac- 
countants, of which he is now an Hon- 
orary Member. He has always acceded 
graciously to many requests for advice 
and assistance from the Australian 
Society and its members. One of the 
services which he now performs is to 
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write the London Letter which appears 
in this journal from time to time. 


Life membership 


Mr. J. A. L. Gunn, C.B.E., F.A.S.A., of 
Sydney has been made a Life Member 
of the Australian Society of Account- 
ants in recognition of his services to 
the profession and the Society. Mr. 
Gunn’s contributions to professional 
journals began thirty years ago, and 
he was Associate and Taxation Editor 
of The Australian Accountant from its 
foundation until June 1955. His pro- 
found knowledge of taxation has always 
been freely available to his profes- 
sional colleagues through his writings, 
lectures and correspondence. Mr. 
Gunn’s services to the Commonwealth 
Government and the community were 
recognised last year by the high 
honour then conferred on him by Her 
Majesty the Queen. 


Fulbright movements 


Professor Martin L. Black, Jr., 
M.B.A., C.P.A., Professor of Accounting 
at Duke University, U.S.A., and a for- 
mer Vice-President of the American 
Accounting Association, has arrived in 
Australia to take up an appointment as 
Fulbright Visiting Professor at Can- 
berra University College. Professor 
Black will be in this country until the 
end of the year, and arrangements are 
at present being made for him to speak 
to members of the Society in several 
of the state capital cities. 


Also in Australia as a visiting Pro- 
fessor at the Law School, University 
of Sydney, is Duke’s Professor of 
Economics, Dr. Frank T. de Vyver, 
PH.D. Professor de Vyver’s speciality 
is Industrial Relations, and he also 
teaches General Accounting. 


Meanwhile, Mr. W. J. Stewart, B.A., 
B.COM., A.A.S.A., Lecturer in Account- 
ancy in the University of Melbourne, 
is to spend the 1956-57 academic year 
at Duke University. He leaves for 
U.S.A. in a few weeks, and will be 
visiting Duke as Assistant Professor 
of Accounting in the School of Econo- 
mics and Business Administration. 
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Damages and income tax 


The House of Lords laid down the 
rule in Gourley’s Case’ that when dam. 
ages for loss of earnings are assessed, 
allowance must be made for the income 
tax that the injured party would have 
had to pay on his lost earnings. An in. 
teresting problem that can arise in the 
application of this rule has now been 
considered in Beach v. Reed Corry 
gated Cases Ltd.? 

What happens when the injured 
party has a fortune of half-a-million 
pounds, yielding him a large private 
income and making him a very sub- 
stantial contributor to the public 
purse? This was Mr. Beach’s position 
when his service agreement as manag- 
ing director of a company was ter. 
minated, the company having been 
“taken over”. The agreement still had 
about ten years to run, and Mr. Beach's 
loss of gross earnings worked out at 
£48,000. The defendants claimed, how- 
ever, that after allowance had been 
made for income tax and surtax at the 
extremely high rate applicable to his 
total income, this gross amount of 
£48,000 would be reduced to £4,650. 

Pilcher, J., accepted the contention 
that in arriving at the probable tax on 
the lost earnings he should take the 
amount of investment income into ac- 
count. However, Mr. Beach had given 
evidence that he proposed to make 
certain arrangements in respect of his 
property and income, the effect of 
which would be to reduce his tax lia 
bility. Giving judgment, his Lordship 
said that those people who were for- 
tunate enough to enjoy a large income, 
primarily unearned, could legitimately 
reduce tax liabilities by covenant and 
be generous at the expense of the Ex- 
chequer. Similarly it was common 
knowledge that, owing to high death 
duties, large capital sums were tral 
ferred to relatives in the lifetime of the 
donors. Accordingly, his Lordship 
thought the proper amount to award 4s 
damages was not £4,650 but £18,000. 





1. British Transport Commission v. Gourley, 

1955] 3 All E.R. 796; Current Tazatiwn, 

eb. 1956; “Monthly Review”, June 1956. 

2. High Court, Queen’s Bench Division; 7¥ 
Times, 19 May 1956. 
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The ethics of raiding 


Although there is a body of opinion 
that favours legislative provision in the 
Companies Acts to protect parties who 
could be adversely affected in take- 
overs of companies, The Stock Ex- 
change of Melbourne has informed the 
Victorian Government that it considers 
sich action “could prove unduly re- 
strictive to the ordinary operations of 
companies and could lead to undesir- 
able subterfuges.” It has therefore 
tircularised listed companies, suggest- 
ing steps which should be taken in 
making or receiving a take-over offer. 

A company making such an offer is 
asked to warn the directors of the com- 
pany to be taken over of its intention 
tomake an offer, asking them whether 
they will indicate either that they will 
recommend the offer to their share- 
holders or that they will not object to 
the offeror company making the offer 
direct to shareholders. If and when 
the offering company approaches the 
shareholders of the other company, it 
is to indicate the attitude of that com- 
pany’s directors. 

On this point, it has been suggested 
that there is a danger in requiring an 
offer to be made first to directors. It 
is perhaps conceivable that directors 
could set a high price for their own 
shares, leaving the remaining holders 
ina weak bargaining position, deserted 
by their directors, as “sitting shots” 
and perhaps forced to quit their hold- 
ings at depressed prices. Such action 
om the part of directors in accepting 
me offer and allowing their share- 
holders to be approached with a separ- 
ate offer at a lower price, would, in 
the Stock Exchange’s view, be such an 
dbvious breach of trust that directors 
of listed companies, mindful of keen 
public interest and the Stock Ex- 
thange’s vigilance, would hardly dare 
take such a risk. 

In any case, the other stock ex- 

ge suggestions go some distance 
ward covering this loophole. Thus, 
m all cases where the offering com- 
bahy’s shares are proposed as con- 
‘deration or part consideration, full 
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statements of that company’s assets 
and earnings are expected to be pro- 
vided to the shareholders of the com- 
pany to be taken over. Any change in 
the capital structure since last balance 
date is to be indicated and “any agree- 
ments or arrangements or other im- 
portant factors which may be likely to 
affect the decision of the shareholders 
of the company to whom the offer is 
made, adversely or otherwise, which 
have occurred since the last published 
annual report of the company making 
the offer.” 

Furthermore, when securities are of- 
fered as consideration, there should be 
no reference to a cash value of the 
offer based on the market price of the 
securities. The offer should state the 
minimum percentage of total share 
capital which the company making the 
offer is prepared to accept, and the 
Stock Exchange would take an un- 
favourable view of an offer to acquire 
less than 51 per cent. of the voting 
power. 

Corresponding to these suggestions 
to companies offering to take over 
another company, there are provisions 
which the company receiving an offer 
should observe. Thus, the offer should be 
considered by a meeting of directors, 
and shareholders should be notified im- 
mediately, through the Stock Exchange 
and press, of the offer, although the 
terms need not be so notified until de- 
tails of the offer are clarified. The 
receiving Board should also notify the 
Stock Exchange whether it will recom- 
mend the offer to its shareholders, or 
has no objection to the offering com- 
pany making a direct approach to 
the shareholders, and should state any 
objections it has to the offer. 


The duty is also laid on the receiv- 
ing directors to notify their share- 
holders of any relevant factors which 
have not been disclosed in their latest 
accounts, but which may affect share- 
holders’ decisions on the offer. 

By seeking voluntary co-operation of 
the parties concerned, the Stock Ex- 
change may be able to enforce stricter 
safeguards than the law, because under 
the Exchange’s discretion, cases of 
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hardship inevitably arising under such 
safeguards can be treated with an 
understanding and leniency which it is 
not in the nature of law to allow. 


Half-time results 

In its efforts to raise the standard 
of disclosure imposed on listed com- 
panies, The Stock Exchange of Mel- 
bourne is constantly asking for more 
information in accordance with its 
listing requirements. For example, it 
was quite common for public com- 
panies to omit disclosure of tax and 
depreciation provisions in published 
accounts in the past, but such omis- 
sions are now exceptional. The Ex- 
change reports that about 98 per cent. 
of its listed companies now supply this 
information. (Since the recent Vic- 
torian Companies Act amendment, dis- 
closure of the amount provided for in- 
come tax has been compulsory, and 
companies which now omit deprecia- 
tion or tax provisions from their pub- 
lished accounts are breaking the law.) 


However, only about 70 per cent. of 


the listed companies provided interim 


reports during 1955. The Exchange 
believes that developments of such im- 
portance can occur between annual ac- 
counts that shareholders deserve at 
least one interim report, even if it only 
assures them that nothing unusual is 
happening. 

In circularising listed companies, the 
Exchange has emphasised the signifi- 
cance of such interim reports, asking 
for them to be issued as soon as pos- 
sible after the conclusion of the half- 
year. While leaving scope for varia- 
tions arising from different types of 
business, it is suggested that such re- 
ports should compare the volume of 
sales with that of the corresponding 
period of the previous year, state any 
unusual factors affecting the earning 
capacity of the company, and, in the 
case of mining companies, provide a 
factual statement of production and 
development. 


Responsible taxing 
Among a number of articles of very 
considerable practical interest, the cur- 
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rent number of The Economic Recoré, 
journal of the Economic Society of 
Australia and New Zealand, carries ap 
important suggestion on uniform taxa 
tion. The main theme is to propound 
an arrangement whereby the advan. 
tages of uniform taxation are retained, 
while restoring the advantages of some 
degree of state income taxation. Under 
it, the States would have to take some 
responsibility and some of the iney.- 
table unpopularity arising from impos 
ing taxes, and would have some scop 
to provide their citizens with different 
standards of service according to dif- 
ferent tax contributions. 

The writers (Messrs. K. J. Binns 
and L. V. Bellis) take up a suggestion, 
which they acknowledge was made by 
Professor Prest in September 1954, for 
the Commonwealth to vacate a small 
part of the present income tax field— 
about 5 per cent. If the Commonwealth 
gave up all income tax, they point out 
that the States would be forced to oper- 
ate at very different standards of ser- 
vice because they differ significantly 
in their ability to raise tax revenue 
from their citizens. 

By compromising, it is possible to 
maintain most of the present system of 
reimbursement and _ special grants, 
thus supporting the weaker States. At 
the same time, it is hoped that enough 
of the field could be handed over to the 
States to restore to them some degree 
of responsibility in raising the revenue 
which they have to spend, so that they 
might adopt a responsible attitude in 
levying taxes and spending the pre 
ceeds, rather than periodically blam- 
ing the Commonwealth for inadequate 
grants, and could adapt the level of 
their taxes to the best interests of their 
citizens. 

The present machinery of uniform 
taxation would be largely retained, 
with one assessment, one payment 
one collecting authority, although pre 
ceeds would be divided between federal 
and state treasuries. No constitutional 
amendments would be involved, 4 
the federal dominance in taxation 
would remain, so that it would still 
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constitute a useful weapon of economic 


policy. 
Less gold won 

Mine production of gold in Australia 
is tending downward. In March, the 
production of 78,650 fine ounces was 
sightly higher than in February, but 
8760 fine ounces less than average 
monthly production during 1955. 
Western Australia produced more than 
three-quarters of the March total. The 
value of refinery production of newly- 
won Australian gold in March was 
about £1.2 million. In addition to the 
Australian gold, some 16,000 fine 
ounces of oversea gold was also pro- 
cessed in Australian refineries in 
March. This was derived mainly from 
Fiji. 

No sales have been made of Aus- 
tralian gold on oversea premium mar- 
kets in recent months, but the Com- 
monwealth subsidy provided nearly 
£28,000 of assistance during the month 
to certain producers. Very little gold 
has been exported for some time, so 
that Australian gold stocks have been 
imreasing substantially—by 335,000 
fne ounces in 1954-55 and by 88,000 
fne ounces last March. 


Monetary system 


Another large-scale enquiry into the 
wrking of the monetary system has 
ben completed with the issue of the 
Report of the New Zealand Royal Com- 
mission into the Monetary, Banking 
ad Credit Systems of the Dominion. 
The 500-page report on the 2} million 
words of evidence promises to gener- 
te little change in existing procedures. 

Commission does fee] that a num- 
ter of methods of control should be co- 
wdinated to give proper direction to 
the economic machine, and a few minor 
tforms were suggested. But in the 
main, the advice is to use the existing 
machinery. 

An interesting comment, not entirely 
reign to Australian experience in 

matters, is made by a Sydney 
‘mmentator, Mr. A. C. Gray: “The 
‘mmission had a difficult task owing 
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to the many highly technical fields 
which it was called upon to study. 
The dominating presence of legal re- 
presentatives was hardly conducive to 
an easy atmosphere for the exchange 
of economic views, and considerably re- 
duced the assistance which could have 
been accorded from several directions.” 


Railway gauges 

The Hughes and Vale decision by the 
Privy Council, and the consequent 
weakening of legislative control over 
interstate transport, have placed the 
railways on the offensive in an effort 
to recapture some of the interstate 
business which they previously lost to 
the roads. In commenting on this de- 
velopment, Railway Transportation 
points out that the Victorian Railways 
propose to convert one of their double 
track lines from Melbourne to Manga- 
lore from 5 ft. 3 in. gauge to 4 ft. 84 in. 
and reconstruct the existing single line 
from Mangalore to Wodonga to the 
same gauge. By eliminating the break 
of gauge, the railways would exercise 
one of their most powerful weapons 
of competition in their traditional 
field of long distance freight. 


Resignation of Mr. L. A. Brumby 

Mr. L. A. Brumby, F.A.S.A., Chair- 
man of Directors of Accountants Pub- 
lishing Co. Ltd., publishers of The Aus- 
tralian Accountant, has found it neces- 
sary for personal reasons to resign 
from the Board. Mr. Brumby first be- 
came a director of the company in 
1949, representing the Commonwealth 
Institute of Accountants. His know- 
ledge of publishing and his wide ex- 
perience of business affairs will now 
be greatly missed by his colleagues on 
the Board. The present Editor also re- 
calls with gratitude much wise and 
friendly counsel freely given. 

At the last directors’ meeting, Mr. 
V. L. Gole, P.A.S.A., President of the 
Victorian Division of the Australian 
Society of Accountants, was elected 
chairman. 


English Society’s President 


Sir Richard Yeabsley, C.B.E., F.C.A., 
F.S.A.A., who was in Australia at the 
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beginning of this year, and is well 
known to many accountants here, was 
elected President of the Society of In- 
corporated Accountants in May. Sir 
Richard is a partner in the firm of Hill, 
Vellacott and Co. He is accountant ad- 
viser to the Board of Trade, a member 
of the Monopolies and Restrictive 
Practices Commission, the Board of 
Referees and the panel of arbitrators 
under the Coal Industry Nationalisa- 
tion Act, and director of a number of 
companies. 


Obituary—Mr. E. T. Spackman 

Mr. E. T. Spackman, F.A.S.A., a mem- 
ber of the Victorian Divisional Coun- 
cil of the Australian Society of Ac- 


countants, died on May 25 last afters 
short illness. A member also of the 
Institute of Chartered Accountants in 
Australia and of the Chartered Insti. 
tute of Secretaries, Mr. Spackman had 
practised in Melbourne for many years, 
He was a trustee in bankruptcy, an of. 
ficial liquidator under the Companies 
Act, and was chairman of the Com. 
panies Auditors Board of Victoria 
He had been a member of the Divisional 
Council of the Commonwealth Insti. 
tute of Accountants since 1937, and he 
became a foundation member of the 
Victorian Council of the Society. Mr. 
Spackman had thus served the Society 
and its predecessor body as a State 
Councillor for an unbroken period of 
almost twenty years. 





RECENT LEGAL DECISIONS 


Winding-up, compulsory or voluntary 


Re Karlsberg Ltd., [1956] 1 W.L.R. 
57, is one of those cases on the prob- 
lem whether a creditor, who asks for a 
compulsory winding-up, is entitled to 
it. 


In this case the company was ap- 
parently the key unit of a group of 
private companies all controlled and 
owned by a Mr. and Mrs. Fridman. 
These two were now bankrupt, and all 
the companies had been placed in a 
creditors’ voluntary liquidation by the 
receiver for some debenture holders, 
who was investigating the position of 
the group. 
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The applicants were said to be ul 
registered moneylenders, who were 
trying to turn personal debts of the 
Fridmans into debts of the compaly, 
but this of course was disputed. The 
great majority of creditors, both 1 
number and value, opposed a compul- 
sory winding-up of this one company, 
largely because it would be inconvel- 
ient to separate the winding-up of 
company from that of the others. 

Therefore the Court, in the absence 
of any substantial reason why the 
wishes of the majority should not be 
respected, declined to make a winding- 
up order as desired by this small m!- 
ority. 
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RECENT LEGAL DECISIONS 


Does bankruptcy cause frustration? 

By the Canadian Bankruptcy Act 
1952, “the trustee may with the per- 
mission of the inspectors carry on the 
yusiness of the bankrupt so far as may 
be necessary for the beneficial adminis- 
tration of the estate.” The Common- 
wealth Act s. 107 (a), like the English 
Act or earlier Canadian legislation, re- 
fers not to the “beneficial administra- 
tion” but to the “beneficial winding- 
uw” of the business. This latter phrase, 
as is pointed out in Potato Distributors 
y, Eastern Trust Co., 1 D.L.R. (2nd 
gries) 147, has far less suggestion of 
prmanence about it than “administra- 
tion”. 

In that case, bankrupt (whose name 
strangely enough does not appear in 
the report) was apparently a general 
merchant running a store, fodder busi- 
ness and general agency in rural 
Prince Edward Island. In the course 
of his business, he entered into a con- 
tract for the supply to the appellant 
ineach of the seasons 1955, 1956 and 


1957, of 25,000 bags of potatoes at a 


price of $1.75 per bag. In August, 
1955, the debtor’s estate was seques- 
trated, the defendant was appointed 
trustee of the estate, inspectors were 
pointed (compare the Common- 
wealth Act, s.74) and they directed 
the trustee to carry out this contract. 


The price of potatoes must have 
fallen substantially for the appellant 
thereupon sought a Court order that 
ie contract had been terminated by 
te bankruptcy, or alternatively, that 
twould be improper for the defendant 
neffect to gamble in potato futures 


@ y carrying it out. 


The first point is of course ridicu- 
ms. Bankruptcy does not terminate 
mtracts, otherwise all debts would be 
"ped out and there would be nothing 
ir which the creditors could prove. 


The other argument has more sub- 
tance, but the Court leaned heavily 
"the fact that the creditors desired 
te contract to be performed. There 
“med nothing improper in acceding 
“their wishes, though what would 
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happen if the price of potatoes rose 
again was not discussed. Also, as al- 
ready indicated, the Court placed some 
reliance on the Canadian provision that 
business may be carried on for the 
beneficial administration of the estate. 

In the result, the case was dismissed 
and the purchaser held to its contract. 


Bankrupt shareholder 


What is the position of the trustee in 
bankruptcy of a shareholder in a pri- 
vate company? The point is considered 
in Re Bolton, [1956] 2 W.L.R. 844. 


In that case the bankrupt held 6,900 
out of 7,000 shares in the company, the 
other 100 being held by members of his 
family. The company refused to regis- 
ter the trustee in place of the bank- 
rupt, and the trustee then applied for 
a compulsory winding-up order. The 
company resisted this application on 
the ground that the trustee had no 
standing in the matter. This point de- 
pended on the interpretation of the 
[U.K.] Companies Act s. 224, provid- 
ing (inter alia) that a contributory may 
present a petition for winding up, and 
of s. 216 which says that if a contri- 
butory becomes bankrupt his trustee 
in bankruptcy shall represent him for 
all purposes of the winding-up. The 
Acts of the Australian States contain 
similar provisions. 


The argument for the trustee was 
that, as he represented the bankrupt 
for the purposes of the winding-up, he 
could himself present the winding-up 
petition. To that the answer, accepted 
by the Court, was that the section ob- 
viously referred to an existing wind- 
ing-up, and did not enable the trustee 
to start winding-up proceedings of his 
own. 

Australia has met this problem of 
the proprietary company which refuses 
to assist the trustee in bankruptcy, 
and long ago surmounted it from a dif- 
ferent angle. 

In Wood v. W. & G. Dean, 43 C.L.R. 
77, the High Court went out of its way 
to keep the company honest by compel- 
ling the company to register the trus- 
tee as a shareholder, thereby giving 
him power to act in his own name if 
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the company did not do the right thing. 
One wonders whether this approach 
would not have been successful in Eng- 
land. 


Avoiding a settlement 


By the Commonwealth Bankruptcy 
Act s. 94 (1) (ii) a settlement of pro- 
perty, with certain irrelevant excep- 
tions, shall be void as against the trus- 
tee in bankruptcy if the settlor becomes 
bankrupt more than two years and less 
than five years after the date of the 
settlement, unless the parties claim- 
ing thereunder can prove that the 
settlor was, at the time of making the 
settlement, able to pay his debts with- 
out the aid of the property comprised 
in the settlement. The Canadian Act, 
s. 60, is to the same effect, except that 
the periods are different, and the bur- 
den of proof is on the trustee in bank- 
ruptcy, not on the beneficiaries. 


The Canadian section is discussed in 
Re Mitchell, 1 D.L.R. (2nd series) 166. 


In that case the debtor bought a pro- 


perty, paid for it himself, and put it 
into the names of his wife and himself. 

As this was intended as a more or 
less permanent provision for the two 
of them, the Court held without hesita- 
tion that it was a “settlement” within 
the meaning of this legislation. 


The debtor claimed that, at the time 
of the purchase, a financial statement 
of his affairs would have shown an ex. 
cess of assets over liabilities. Hoy. 
ever, the Court held that this was not 
the test. The section requires that he 
must be able to pay his debts as they 
fall due, and a person who cannot do 
that, whether he has a paper surplus 
or not, should not deplete his assets 
further by making settlements. [Ip 
this case, at the time of the purchase 
the debtor was carrying on a retail 
business. He paid for this property by 
drawing a cheque for $10,000 on his 
current account, thereby increasing his 
overdraft. At the same time he had 
outstanding creditors for $68,000, 
many of whom were pressing for pay- 
ment. A few days before, he had had 
a cheque dishonoured for $3,000, and 
after that date his creditors received 
many cheques, some of which were 
honoured and some not. 


In those circumstances the Court had 
no difficulty in holding that, whether his 
accountant’s figures, showing that he 
was solvent at this stage, were correct 
or not, he was clearly not paying his 
debts as they fell due, and that there 
fore this section applied and the pro 
perty passed to his trustee in bank- 
ruptcy. 





WINTER 
Winter is i-comin’ in, 
Balance time is near— 
Headache for accountants, 
“Cela va sans dire’. 


LL.C. 
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ACCOUNTING FOR 
PASSENGER REVENUE 


A. G. Barton 
F.A.S.A., F.C.A.A., F.C.LS. 


Head Office Accountant, Trans-Australia Airlines 


ERHAPS the most complex phase 

of accounting in the air transport 
industry is the accounting for revenue, 
particularly passenger revenue which 
constitutes the major portion of the air 
aarriers’ income. Although the rate of 
growth in the carriage of freight is 
reducing the relative proportion of 
passenger revenue to total revenue, 
something between 70 per cent. and 80 
pr cent. of the revenue of domestic 
operators in Australia is derived from 
passenger fares. 

There are two distinct aspects in pas- 
snger revenue accounting work—(a) 
the bringing of sales to account, and 
(b) the accounting for earned revenue 
and allocation to route accounts. In 
addition there are the internal checks 
and controls which are imposed to en- 
sure that all sales are brought to ac- 
count, and brought to account promptly, 
and that the take up of earned revenue 
is complete and accurate. 


Passenger ticket sales 

Obviously the air carrier has the in- 
herent problem of issuing tickets to 
intending passengers. This involves 
the preparation of a copy to be used 
for the trip itself, one to be retained 
ty the passenger and at least a further 
me copy for accounting and internal 
checking purposes. Each of these 
tickets must show the passenger’s 
tame, flight number and date, port of 
origin, port of destination, the amount 
of the fare, ticket issuing point and 
late of ticket issue. The passenger’s 
copy of the ticket is, of course, the 
receipt and accounting copies are used 
for preparation of invoices, or direct 
try to charge accounts, and for con- 
tol over ticket sales. 
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Passenger ticket sales are made at 
points throughout the Commonwealth 
at the air carrier’s own offices and 
through accredited agents. The large 
number of issuing points creates a 
difficult problem in the safeguarding of 
cash proceeds from sales and the con- 
trol of accountable forms (passenger 
ticket books). It is mandatory that 
sales reports be prepared at each point 
when tickets are sold. The company’s 
own offices prepare daily sales reports 
and agents vary from a daily to a 
weekly report. 

The accounting copy of the passenger 
ticket previously referred to is used to 
prepare the sales reports, sales being 
listed by each individual ticket clerk 
or agent in strict numerical sequence 
showing the individual ticket numbers 
and amounts. These reports are totalled 
and signed, and in respect of the air 
carrier’s own offices the cash proceeds 
are paid immediately to the booking 
hall cashiers, agents sending in returns 
with their cheques for total sales over 
the period less the appropriate rate of 
commission. 


The domestic operators in Australia 
usually provide a separate series of 
passenger tickets for cash and charge 
transactions, which are listed on sepa- 
rate sales reports to facilitate the 
balancing and checking of cash trans- 
actions and the preparation of control 
figures for invoice preparation and/or 
debtors ledger postings in respect of 
the charge transactions. To obtain the 
banking and debtors control figures the 
totals of the sales reports are sum- 
marised, separate daily summaries 
being used for each category of sales. 
These summaries form the basis for 
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the preparation of detailed sales state- 
ments for each State which are con- 
solidated at central office and presented 
to top management in the form illus- 
trated in Figure 1. 


Deferred income 

Income from passenger ticket sales, 
which is the purchase of service for 
actual future use, represents deferred 
sales and is credited to unearned 
revenue account and held in this ac- 
count until tickets are used (availed), 
when transfers are made to route 
revenue accounts. 


There are several ways in which de- 
ferred income may be accounted for, 
the most common being: 


1. Inventory method: After the veri- 
fication of accounts copies of passenger 
tickets, they are filed in strict numeri- 
cal sequence in an unused ticket file to 
be “matched” with the tickets surren- 
dered by the passengers when board- 
ing the aircraft. After the “matched” 
copies have been pulled from the ticket 
files, those remaining would constitute 
an inventory of unused tickets, and 


revenue-passenger-miiles (No. of 
sengers < miles to be travelled) which 
is divided into the sales to obtain, 
figure representing the average ip 
come per passenger mile. The number 
of passengers actually carried for the 
period is converted into passenger 
miles by multiplying by the total mile 
age, and this figure multiplied by the 
average income per passenger mile pro 
duces the amount of earned income tp 
be transferred from unearned to earned 
revenue accounts. This method, whilst 
not as accurate as the previous method, 
is much simpler and yet practicable, 


3. Sales report method: Ticket sale 
are listed in numerical sequence, a new 
sales report being prepared as each 
new series of tickets is commenced 
Sales reports are sorted and _ inter. 
sorted to ticket sequences, and as tickets 
surrendered by the passengers come in 
they are sorted numerically and each 
ticket is marked off against the relevant 
entry on the sales report. All unmarked 
entries at balance date represent un- 
used tickets which, when listed as to 
amount, should agree with the balance 
in the unearned revenue account. This 
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Queensland .. .. .. 
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Figure 1 











when the amounts were listed the total 
should agree with the balance in the 
unearned revenue account. 

2. Formula method: Under this 
method, ticket sales are converted into 


method is similar to method No. 1 and 
is sometimes used in conjunction wW! 
that method for the ultimate in inter 
nal check. 


Depending largely on volume, sy* 
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tems used in accounting for deferred 
income range from punch card instal- 
lations, ledger-posting machines, key 
sorting to manual clerical labour. 


Earned passenger revenue 

A ticket must be surrendered prior 
to boarding the aircraft, and this is 
attached to the accounts department 
copy of the passenger list and is used 
as the basis for obtaining the revenue 
earned and for internal check purposes. 


agree them with the “actual” total; or 
to use a rate per passenger mile as ex- 
plained under method 2 of deferred in- 
come accounting. Whatever system is 
adopted, Figure 2 illustrates the type 
of statement prepared, for management 
purposes, of the passenger revenue 
earned over each route. 


Internal checks and controls 

The several internal checks and con- 
trols imposed over passenger ticket 
sales and revenue are depicted on the 








Earned Passenger Revenue Statement for Week Ended 


Financial Year 











Revenue Total to date 





Actual Budget Actual Budget 





Melbourne-Sydney-Melbourne . .. 
Sydney-Brisbane-Sydney .. .. .. 
Brisbane-Cairns-Brisbane . .. 
Melbourne-Adelaide-Melbourne 
Adelaide-Perth-Adelaide .. 4s 
Melbourne-Tasmania-Melbourne . 





Total .. 

















Figure 2 











Each entry on the passenger list is 
checked at the port of origin to ensure 
that a ticket is held for each passenger. 
The documents are then forwarded to 
central office for the purpose of taking 
up the revenue by transferring the 
value of the relevant tickets from un- 
earned to earned revenue accounts. 


The most usual system adopted is to 
add and dissect the value of the passen- 
ger tickets and record these day by day 
on route analysis sheets which are con- 
solidated at weekly intervals. Varia- 
tions of this system are to add the value 
of the passenger tickets to give the 
total earned revenue, but to make the 
statistical apportionment to routes by 
applying the standard fare to the total 
number of passengers carried over each 
route or stage, making any necessary 
adjustment to the detailed figures to 
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accompanying chart, which sets out 
in some detail the measures adopted in 
my own company and which are also 
substantially used by other operators. 
The basis of the internal checks and 
controls may be summarised: 

1. Accountable forms records: De- 
signed to record the receipt and issues 
of passenger ticket books, in bulk 
storage, sub-stores and ticket issuing 
points, so that the location of each book 
may be quickly ascertained. These re- 
cords are maintained at central oifice 
and branch offices. 


2. Sequence checks: Designed to 
check the day-to-day ticket sales to 
ensure that all sales are brought to 
account, that tickets are not issued out 
of sequence and proceeds suppressed. 
As tickets are sent to issuing points a 
sequence check sheet, which is pre- 
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numbered to the same series as the 
ticket book, is raised and marked off as 
tickets are brought to account. This 
record is used as the basis for checking 
unused tickets on booking counters and 
sub-stores. 

8. Monthly accountable forms check: 
This is a check on all unused ticket 
books, as disclosed by sequence check 
sheets, in respect of books out at issu- 
ing points and accountable form records 
in respect of books still held in store. 
This check is designed for independent 
scrutiny of all books on issuesto branch 
offices, as an additional safeguard to 
ensure that no tickets have been issued 
out of sequence and not accounted for. 


4. Check of used (availed) tickets: 
This check is imposed in several ways, 
as set out under the heading of De- 
ferred Income. If the inventory method 
is used, accounts copies of tickets are 
verified as having been brought to ac- 
count prior to insertion in the unused 
ticket files, and if a passenger’s copy is 
held for which there is no accounts 


copy then the ticket has not been 
brought to account. A somewhat simi- 
lar method is used in connexion with 
the marking off of entries on sales re- 
ports. 

It might be thought that carrying 
out all of these checks is a duplication 
of effort, but they are in one way or 
another complementary to each other 
and are necessary if passenger revenue 
is to be adequately safeguarded. For 
example, whilst the system outlined in 
(4) above will throw up all tickets 
availed but not accounted for, this 
will only happen when tickets are 
availed (used). As many tickets are 
issued for travel months in advance, 
the suppression of sales could remain 
undiscovered for some considerable 
time. On the other hand, this check is 
very useful and much more practical in 
disclosing agency sales which may not 
have been brought to account. 

The use of daily master summaries 
for the production of control figures 
has been discussed and one further step 
that is taken is to impose routine and 
surprise cash checks on all ticket clerks. 





COMMENTARY ON 


The Society’s endowed lecture in the 
University of Sydney in 1955 was de- 
livered by Mr. N. F. Stevens and was 
published in the May issue of the jour- 
nal. This commentary was delivered 
after the lecture, by Professor Smyth. 


“EDUCATIONAL STANDARDS” 


fARsT of all I would like to compli- 
4 ment Mr. Stevens on his interest- 
ing and provocative paper on a subject 
which is both topical and important. 

In considering any policy for the 
education and training for the account- 
ancy profession, it seems to me that 
the basic problems to be determined 
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E. Bryan Smyth, F.A.S.A. 


. What is required of an accountant 
in 
(a) public practice; 
(b) industry; and 
(c) commerce? 
2. What sort of a course is necessary 
to satisfy the needs of each of 
these groups? 
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8. How should the course be organ- 
ised and how should the subject 
matter be presented so as to give 
the maximum benefit to those who 
wish to become accountants? 

4. What system of examining is ne- 
cessary? 

I suggest that the needs of the ac- 
countant in public practice are differ- 
ent from those of the commercial or 
the industrial accountant and therefore 
a standard course as advocated by Mr. 
Stevens could not hope to give the best 
training for each of these three types. 
However, I do not exclude the idea of 
a basic course which, whilst providing 
a good core of accounting, would yet 
allow for a degree of specialisation in 
the later stages of the course, and 
specialisation in particular fields such 
as cost accounting and secretarial prac- 
tice after the basic accountancy quali- 
fication has been obtained. These and 
other specialisations could be taken 
care of in universities by the provision 
of electives in the later years of degree 
courses. 

It is interesting to observe that 
American universities are tending to 
design undergraduate business courses 
in such a way as to give students a 
broad liberal education in business, and 
are encouraging their graduates to at- 
tend graduate schools for specialisation 
and more advanced studies in their 
particular fields of concentration. 

The type of basic course I have in 
mind should place emphasis in the 
early stages on the comprehension of 
basic accounting theory as the essen- 
tial background to a study of the tech- 
niques. In the past accountancy courses 
have tended to place far too much em- 
phasis on techniques, with the result that 
the products of these courses have too 
much “know how” and too little “know 
why”. Therefore, the basic course, by 
including a sufficient measure of fun- 
damental accounting theory, should en- 
courage students to think critically, to 
recognise the more important issues 
involved, and to make decisions based 
on a critical analysis of such issues. 


Far too many seeking to enter the 
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profession cannot express themselves 
correctly and clearly. If they are to 
communicate intelligently with their 
business associates, they must under. 
take some additional formal training in 
English. Any basic course should 
therefore include English Expression, 
with particular emphasis on report 
writing. Students should be encouraged 
to read widely and to make greater use 
of existing library facilities. One ef. 
fective way to achieve this would be 
for the examining bodies to prescribe 
reading lists in addition to set text 
books, and so extend the field from 
which examination questions may he 
drawn. 

I disagree with any suggestion that 
there should be two grades of qualifica- 
tion for accountants. I admit, however, 
that many of those who study account. 
ancy are manifestly unsuited by lack 
of both educational background and in- 
telligence to complete successfully the 
examinations of the professional 
bodies. These students could be ade 
quately catered for by the provision of 
a bookkeeping course which could be 
the responsibility of institutions such 
as technical and commercial colleges. 
The school intermediate certificate 
might well be accepted as a satisfae- 
tory entrance qualification for such a 
course, but for any course of training 
leading to a professional qualification, 
surely nothing less than matriculation 
or its equivalent is acceptable. 

I do not subscribe to Mr. Stevens’ 
view that stages 1 and 2 of his sug- 
gested standard course would satisfy 
the needs of the executive who is not 
primarily concerned with the prepara- 
tion of accounts. Such an executive 
does not require a techniques course, 
but rather one which will give him 4 
broad appreciation of the scope and 
functions of accounting, and of the 
uses which can be made of accounting 
data as a means of control—in short, 
the services which the accountant cal 
render to management. 

With Mr. Stevens’ statement that 
“the separation of teaching and ex 
amining means the virtual impossibil 
ity of enforcing a properly balanced 
course desirable as the basis for the 
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higher qualifications”, I am in complete 
agreement. However, if the idea of 
having two qualifications for account- 
any is accepted, I cannot agree that 
the separation of teaching and examin- 
ing can be anything but undesirable 
even for the lower standard course. 


In measuring educational standards, 
the educationist realises that work 
done regularly year by year as part of 
a planned course should be more highly 
regarded than mere cramming for an 
examination. 

Moreover, many benefits of a well 
organised course in a good educational 
institution, such as scientific habits of 
thought, and discipline attitudes, can- 
nt be measured by examination. 
When to this is added the fact that the 
profession needs men who have been 
educated by teachers free to use their 
own special skills in stimulating the 
critical and constructive capacity of 
their students, the case for an ex- 
amination as the only measure of edu- 
cational attainment and professional 
ability cannot be maintained. 


Therefore, something more than an 
examining body is necessary to ensure 
adequate training for a profession. 


This is not to say that I am unmind- 
ful of the excellent work which has 
been and is being done by the Institute 
of Chartered Accountants and the Aus- 
tralian Society of Accountants in the 
educational and examining fields. 


If modern accountants are to be pro- 
fessional men in the true sense of the 
word, then let them be trained in edu- 
tational institutions which combine 
progressive ideas with traditions of 
wider learning. 


The ideal institutions in this case 
are the universities where courses of 
study can be provided which will 
quip the student to obtain a profes- 
sional qualification, and at the same 
time introduce him to subjects other 

accounting, such as_ business 
nce, economics, management, human 
relations and the humanities. 


This type of education should pro- 
Vide that broad outlook and flexibility 
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of mind which should be part of the 
equipment of the professional man. 


Mr. Stevens has referred to the need 
for developing the capacity of students 
to think. Undoubtedly this can best 
be done under a system where training 
is given by an educational institution. 
In the U.S.A. the “case _ studies” 
method has been used with advantage 
in the university business schools for 
this purpose. This is essentially a 
method of training as well as a system 
of education. It teaches students to 
make decisions when faced with new 
situations and aims at developing the 
capacity to take action as a result of 
such decisions. 

The value of an English Expression 
course could well be seen in the effect 
on the facility with which students can 
verbalise their analyses of these situa- 
tions. 

Another factor which militates 
against the efficient education of an 
accountant is the present system where- 
by students have to attend classes in 
their own time (usually in the even- 
ings after a day’s work) or undertake 
correspondence instruction. Surely it 
is a reflection on the profession that 
accountancy students generally are 
denied the privilege of daylight train- 
ing that is accorded to apprentices in 
the trades. 

One matter I would like to mention 
is the inclusion of accountancy as a 
leaving certificate subject in the second- 
ary schools. Some educationists hold 
that the process of intellectual develop- 
ment of a boy or girl may be hindered 
if much emphasis is placed, at too early 
a stage, on the acquisition of vocational 
skills and techniques. I therefore 
question the wisdom of introducing to 
leaving certificate students the study 
of accountancy in its present form. I 
am fortified in this doubt by the virtual 
certainty that students are led to take 
this subject when their low 1.Q. makes 
for difficulty in their handling of other 
subjects. 


I feel that one of the major problems 
of the profession is to attract first 
quality students and to educate them 
to the highest possible level. 
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THE TALE’S 
NOT TOLD 


Chas. J. Sayer, A.A.S.A. 


N his article, “Telling the Business 

Story”, in the May 1956 issue of 
the Australian Accountant (p. 188) 
Austin Donnelly asks and proceeds to 
answer the question: “is a bank over- 
draft current or non-current?” 

His conclusion seems to be that 
whilst the overdraft is legally repay- 
able on demand, such legal right is 
seldom exercised. The practical situa- 
tion generally is that whilst the bor- 
rower behaves himself the banker al- 
lows him “quiet enjoyment” (except 
for small noises in the form of interest 
at regular intervals) of the privilege, 
and I agree that for practical analysis 
our balance sheet classification should 
be arranged accordingly. 

However, I submit that Mr. Donnelly 
does not go far enough. 

In most instances the actual bank 
overdraft fluctuates considerably be- 
cause of its interaction with those as- 
sets and liabilities which are un- 
doubtedly of a current nature. For in- 
stance, a substantial increase between 
balancing dates in trade creditors’ 
balances conceivably can mean a tem- 
porary substantial decrease in the com- 
parative overdraft figures, and simi- 
larly with movements in all those items 
included for the purpose of ascertain- 
ing the working capital. 

Would not then the separation of the 
overdraft balance to a non-current 
grouping, whilst leaving those other 
items with which it interacts in 
another group, render the comparison 
of working capital figures between 
periods rather ineffective? 

Could we overcome this difficulty if 
we considered in conjunction with ac- 
tual overdraft figure the arranged 
overdraft limit? 

Perhaps we would tell the story more 
accurately and better explain the posi- 
tion of a going concern if we included 
as a non-current liability the figure of 
the arranged limit of bank overdraft 
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and included as a current asset the 
balance, if any, still available to hk 
used against such arrangement. Thus 
when the overdraft limit arranged js 
say £100,000 and the actual overdraft 
figure at balance date is £80,000, the 
items would appear in the balance 
sheet as: 
Current assets 

Amount still available on 

bank overdraft arrange- 


Non-current liabilities 

Bank overdraft limit (ar- 

ranged and secured) £100,000 

Where arrangements have beam 
made for the regular reduction of the 
overdraft limit, the minimum to which 
the limit is to be reduced during the 
twelve months subsequent to the bal- 
ance sheet date would be the figure to 
be included as a non-current liability, 
the amount of the limit reduction dur- 
ing that period receiving the same 
treatment as Mr. Donnelly has applied 
to the Mortgage Loan Instalment Due 
in his balance sheet. 

Adopting the figures previously used 
and assuming the arrangements to be 
for a reduction in the limit during the 
ensuing twelve months to a figure of 
£75,000 the items would appear thus: 


Current assets 
Amount still 
bank overdraft 
ments 

Current liabilities 
Amount by which bank over- 
draft limit is required to be 
reduced during the ensuing 
twelve months 

Non-current liabilities 
Reduced bank overdraft limit 
(arranged and secured) .... £75,000 
(Present limit £100,000.) 

My point is that if we have t 
qualify our Comparative Statements 
after presentation, by some explana 
tion such as “Of course the working 
capital appears to be down but remem 
ber that these figures do not take into 
account the additional money stil 
available on bank overdraft,” then we 
are failing in our endeavour to tell the 
complete business story. 


available on 
arrange- 
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ACCOUNTING FOR COMMITMENTS 


J. D. Seyfort, F.A.S.A. 


RGANISATIONS whose expendi- 

tures are limited by appropria- 
tions must record commitments in 
their books of account for control pur- 
poses; but, outside such organisations, 
it has never been accounting practice 
todo so. Few companies record, even 
in memorandum, the values of pur- 
chase orders issued. Managers, how- 
ever, are increasingly calling for in- 
formation of this nature, e.g., the value 
of unliquidated purchase orders, for 
purposes of financial control, and it is 
practicable for commitments and con- 
tra provisions for commitments to ap- 
pear in private financial statements. 


This trend calls for consideration by 
acountants of the various problems 
associated with ascertaining accurately 
and economically, as a matter of rou- 
tine, the amount of commitments at 
balancing dates and recording it in a 
formal manner. In this article that 
consideration will be limited to the 
problems associated with ascertaining 
commitments arising from unliquidated 
purchase orders. ‘ 


It is standard practice today for 
materials and services to be procured 
by serially numbered purchase orders 
against which invoices, supported by 
receiving reports, are passed for pay- 
ment. The invoices may be entered in 
4 purchase journal or cash disburse- 
ment vouchers, to which the invoices 
are attached, may be entered in a 
voucher register. 


The installation of a system for the 
ascertainment of commitments re- 
(uires, firstly, the determination of the 
balance of commitments at the opening 
tate; secondly, the setting up of a 
‘Mmitments register in which the 
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amounts of purchase orders issued 
after the opening date are entered; 
thirdly, an arrangement of the pur- 
chase journal or the voucher register, 
as the case may be, which concentrates 
or segregates, in one or more columns, 
charges for materials and services pro- 
cured under purchase orders, to the 
exclusion of other charges; and, 
fourthly, a procedure for the adjust- 
ment of commitments in accordance 
with quantity and price (including 
financial discount) variations arising in 
the course of liquidation of the orders. 


Determination of the opening balance 


The opening balance will be deter- 
mined by taking an inventory of all 
unliquidated purchase orders. Orders 
must be valued, i.e., quantities ex- 
tended at the prices given or, if none 
are given, at estimated prices. From 
these amounts must be deducted any 
amounts charged against the orders 
for materials or services supplied to 
date. Amounts charged against orders, 
but not paid, convert commitments to 
current liabilities and are ordinarily 
recorded as such. The balance will be 
the amount of commitments at that 
date and will be debited to a commit- 
ments account and credited to a pro- 
vision for commitments account. The 
question of financial discount as pro- 
vided in the terms of the orders arises. 
Either the gross or the net amount of 
the orders may be taken; if the former, 
an adjustment will be made on settle- 
ment if the discount is claimed; if the 
latter, an adjustment will be made if 
the discount is forfeited. 


Raising commitments 


The amounts of all purchase orders 
issued after the determination of the 
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opening balance will be entered in a 
register in order of serial number and 
totalled at the end of the accounting 
period (month, year). Inclusion of all 
orders will be ensured by control 
through serial numbers. Orders must 
be valued and discounts treated as 
stated above. The total will be debited 
to commitments account and credited 
to the corresponding provision. This 
register may be ruled vertically for 
months in which commitments are ex- 
pected to be converted to current lia- 
bilities as a result of the supply of 
materials and services. 


Liquidation of commitments 

The total amounts charged against 
purchase orders as a result of the 
supply of materials and services in the 
accounting period will be the total of 
the one or more columns of the pur- 
chase journal or voucher register in 
which those charges will have to be 
entered. This total will be credited to 
commitments account and debited to 
the provision. 


Adjustment of commitments 

Commitments will require to be ad- 
justed in accordance with variations in 
purchase order amounts which will re- 
sult from one or more of the following 
causes: 

(a) Variations in quantities. De- 
liveries of certain materials are 
expected only to approximate 
quantities ordered. Orders may 
lapse with small undelivered bal- 
ances. 

Variations in prices. These may 
result from escalator clauses; 
or, where prices were estimated, 
from approved charges differing 
from estimates. 

Acceptance of substitute 
materials without revision of 
the order or its cancellation and 
replacement by a new order. 
Packing, freight, cartage and 
insurance charges, if not pro- 
vided for in the order. 
Discounts claimed, if commit- 
ments are recorded gross; or 


(b) 


(c) 


(d) 


(e) 











forfeited discounts, if they are 
recorded net. 


(f) Cancellations. 


A journal entry must be prepared in 
each accounting period debiting or 
crediting commitments account with 
the net increase or decrease respec. 
tively of purchase order amounts s0 
varied and crediting or debiting the 
provision. Where procedure requires 
the issue of change orders to cover such 
variations, it will still be found that 
some adjustments are necessary. 
Standard procurement practice re 
quires that records be kept to ensure 
that the aggregate of charges for par- 
tial deliveries made against purchase 
orders does not exceed the amounts 
authorised to be expended by the 
orders and related records, to ensure 
that total quantities delivered do not 
exceed the quantities required to he 
received by the orders. These records, 
which are kept without regard to any 
requirement for recording commit- 
ments, provide all the information 
necessary for the adjustment of con- 
mitments recorded. A common form, 
which combines the records required 
for financial and material control, is 
shown in Figure 1. It may be printed 
at the foot of or on the reverse side of 
the duplicate of the purchase order or 
on a separate sheet attached to it. 


Credits to purchase orders, whether 
supported by suppliers’ credit notes or 
not, should be entered in red on this 
form. If credits are for materials re 
turned, the quantities returned should 
be entered in red in the quantities de 
livered column. 

It is convenient for adjustments to 
be made when purchase orders are 
liquidated, i.e., at the time the orders 
are removed from the open to the 
closed file. Thus, in the illustration 
shown, commitments account would be 
credited at 31 July with the decrease 
of £1 7s. 4d., although in fact commit 
ments were reduced on 23 June by 
£1 17s. 7d. as the result of cancella- 
tion of item 5 of the order, and i- 
creased by 10s. 3d. as the result of 4 
variation in quantity disclosed in the 
following month. 
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ACCOUNTING FOR COMMITMENTS 
Closing balance 
The balance of commitments at the 
close of each accounting period will be 
recorded in the commitments account 
and might be stated as follows: 
Balance at 30 June brought 
forward .. . ries 
Add commitments " raised in 
July as per Commitments 
a eee 


£125,968 10 6 


96,480 15 2 
£222,449 5 8 





Less commitments liquidated 
in July as od —— 
Register .. ~ 101,332 7 9 


£121,116 17 11 





Less adjustments, being net 
decrease in commitments 
on purchase orders liqui- 
dated in July, as per 


schedule .. . 199 4 5 





Balance at 31 July carried 


forward £120,917 13 6 


The provision for commitments ac- 
count will contain the above entries in 
reverse. This balance should be 
checked against a machine listing of 
amounts of unliquidated purchase 
orders ascertained by the procedure de- 


scribed for determining the opening 
balance of commitments on installation 
of the system. 


An alternative procedure to that de- 
scribed above for the raising and liqui- 
dation of commitments would be to 
debit commitments account with the 
amounts of all disbursements made 
otherwise than against purchase orders, 
e.g., salaries and wages, rates and 
taxes, in addition to the amounts of all 
purchase orders issued, and to credit 
it with total charges for the period. 
This would overcome the need to 
segregate in the purchase journal or 
voucher register, charges made against 
purchase orders, but would necessitate 
the preparation of a schedule of other 
charges as a basis for a journal entry. 


Although it is suggested that com- 
mitments be formally recorded in the 
general ledger, it is not suggested that 
the amount be shown in published state- 
ments. The balances of commitments 
account and its corresponding pro- 
vision cancel each other. They are not 
contingent assets and liabilities. How- 
ever, if commitments on any unliqui- 





PURCHASE ORDER 





6,000 cu. ft. 
1,500 cu. ft. 
28 Ibs. 
56 Ibs. 
1 only 








Oxygen 
Acetylene 
Welding wire, 7 


” ” t 
Oxygen regulator 











QUANTITIES DELIVERED AND AMOUNTS CHARGED 





Date | 1/ 2{ 3 ]| 4 | 


5 | 6 | 7 | 8 | Amount 





25.6.56 |1993 im | 

29.6.56 |1040| 233, 

29.6.56 | 28 | 

4.7.56 |1540| 462 

10.7.56 |1540 | 
788 


56 


| i214 
| 910 
| 6 6 
15 12 
9 16 
9 17 

















19.7.56 
6113 |1483 | 28| 56 











Xx 63 16 





Figure 1 
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dated purchase orders materially ex- 
ceeded what those commitments would 
be at current market prices, and a loss 
on sale were expected to result, a 
special provision should be made for 
the excess amount. 

It has been suggested above that the 
commitments register might be ar- 
ranged to show the amounts of com- 
mitments which were expected to be 
converted to current liabilities in future 
months. An extension of this arrange- 
ment would be to deduct the amounts 
liquidated and carry forward balances 
on the same basis. A problem arises 
here, for many commitments will be 
converted sooner or later than re- 
corded, because materials will be de- 
livered sooner or later than expected. 
However, all practical requirements 
would be met by transferring any sur- 
plus, whether of commitments or liqui- 
dations, which thereby arose, from the 
accounting period in which they arose 
to the following period. The principles 
involved are illustrated in Figure 2. 


An examination of the summary for 
July, illustrated in Figure 2, indicates 


Total 
Balance at 30 June 


SUMMARY OF COMMITMENTS AT 31 JULY. 








that materials valued at £20,405, which 
had previously been recorded as due 
to be delivered in that month, had not 
been received. Hence that amount is 
transferred to August. However, 
materials valued at £1,000, which had 
been recorded as due to be delivered 
in August, might have been received in 
July, so that the delayed deliveries 
would have been valued at £21,405. 
If this had been so, a strict accounting 
would have required debiting July and 
crediting August with £1,000 and 
crediting July and debiting August 
with £21,405; but the result would 
have been exactly the same. It would 
be only when materials were delivered 
more than one month earlier than ex- 
pected—an unlikely and _ avoidable 
event—that monthly balances would be 
upset. 


A surplus of liquidations would only 
occur if the value of materials de- 
livered sooner than expected exceeded 
the value of those delivered later than 
expected; but the net result would be 
in accordance with the principles 
stated as affecting a surplus of com- 
mitments. 





October 





July August September 























brought forward .... £125,969 £69,451 £40,149 £16,369 — 
Add commitments 
raised in July .. .... 96,480 52,485 35,492 5,623 2,880 
222,449 121,936 75,641 21,992 2,880 
Less commitments 
liquidated in July .. 101,332 101,332 — — — 
121,117 20,604 75,641 21,992 2,880 
Less adjustments ef- 
fected in July 199 199 — — — 
120,918 20,405 75,641 21,992 2,880 
Transfer of surplus 
from July to August — 20,405 20,405 — — 
Balance at 31 July 
carried forward .... 120,918 — 96,046 21,992 2,880 








The July column would, of course, be dropped in the following month. 


Figure 2 
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DEPRECIATION ON 


PARTS 


OF PLANT 


R. W. Seddon, A.A.S.A. 


N heavy industry we have an ever- 

present problem with high wear and 
tear and the need for accurate costing. 
The question of depreciation on parts 
of a piece of plant arises. In the case 
of a complete piece of plant the matter 
is simple. For example, we buy a car; 
we debit Depreciation, based on the 
life of the car, bearing in mind certain 
running costs which will be incurred, 
and we credit Depreciation Provision. 
When the car is disposed of we make a 
cdearing entry: 

Depreciation Provision . 

Asset Account Cr. 
Should Depreciation Provision not 
exactly equal Depreciation, an adjust- 
ing entry is made. 

Let us study the above entry applied 
toan item of plant which is never fully 
replaced, but is replaced part by part 
from time to time. Take, for example, 
an elevator which is illustrated in 
Figure 1. 


Dr. 





a aia 


& 
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The components of its cost are: 


. Motor 
. Gear box and couplings 


. Head shaft assembly 
. Tail shaft assembly 
Chain and buckets 

Elevator casing. 


These items have individual costs and 
will last for differing periods; for 
example, the motor may last for 10 
years, the gear box for 8 years, and the 
chain perhaps 2 to 3 years. For the 
purpose of illustration a table is given 
(Figure 2), showing these items with 
an approximate value and life: 


From the table we are able to ascer- 
tain a total cost and total depreciation, 
which may or may not conform with 
the average percentage depreciation 
used throughout the plant. It follows 
that, at the end of one year, the Profit 
and Loss Account has been debited with 
£314, Depreciation Provision credited, 
and that, strictly speaking, this credit 
is in respect of wear calculated accord- 
ing to Figure 2. 


In due course the first item of this 
plant wears out and is replaced. In 
large plants where the replacement is 
a minor one it is usually charged to 
repairs and maintenance. However, 
the correct entry is the same as for the 
car which is sold: 


Depreciation Provision ...Dr. 
Asset Account Cr. 


Being write back of depreciation ac- 
— in respect of .. . asset disposed 
of. 


If the foregoing is correct it is ob- 
viously necessary to keep a plant regis- 
ter of all assets over a specified mini- 
mum cost, charging Repairs Account 
for replacements below the minimum 
and Depreciation Provision to the ex- 
tent of depreciation provided for re- 
placements above that minimum. The 
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depreciation rate of charge, of course, 
may be any one of the many known 
methods, and is subject to the error of 
being too large or too small, but may 
in the long run average out. 


If we assume that there is no quarrel 
with regard to the depreciation rate, 
historical or replacement value, or any 
factor for inflation, then the accuracy 
of our costing will be affected by our 
method of handling depreciation on 
parts of plant. Thus, if a motor is re- 
placed and debited to Repairs Account, 
an excess charge will appear in the 
Profit & Loss Account, firstly from the 
amount of depreciation charged, and 
secondly from the debit to Repairs Ac- 
count. Likewise, an elevator chain re- 
placed, or in fact any part of it if it 
is partly replaced, can cause an inflated 
charge to the Profit & Loss Account, 
thus incorrectly increasing cost of pro- 
duction. 


A single increase such as this would 
not matter greatly, but in a heavy in- 
dustry where plant is working in diffi- 
cult or dusty conditions and operating 
twenty-four hours per day, the impact 


of the work of a complete maintenance 
staff and machine shop on continuous 
maintenance and improvement of ag- 
sets is very great. The solution of this 
problem would appear to be as follows: 
Take the entire plant and record it in 
a plant register in suitable individual 
components which, if possible, have a 
life of more than two years; fix and 
charge depreciation on these items only 
and charge Repairs and Maintenance 
direct for all other running expenses; 
when replacing any asset from the plant 
register the normal clearing entry for 
depreciation should be made; an indi- 
vidual rate of depreciation should be 
applied as far as possible to each indi- 
vidual piece of plant registered and a 
set of tables made with which to caleu- 
late depreciation accrued on a simple 
“on the close of the month basis” when 
such piece of plant is removed. 

This system, if not carried to a 
burdensome extent, should become in- 
creasingly accurate for a large number 
of purposes, thus giving to directors a 
reasonable certainty that their de 
preciation is adequate, that their cost- 
ing is more reliable, and their financial 
position more clearly determined. 





Motor .. . x x 
Gear box and ‘couplings ob’ 
Head shaft assembly .. 
Tail shaft assembly . 

Chain and buckets .. 
Elevator casing .. 


Depreciation 
Life per annum 
10 years 
8 years 
5 years 
5 years 
3 years 
50 years 


Cost 
£100 
150 
200 
150 
600 
800 


£2,000 


Figure 2 





Are Full Costs Relevant to Price Decisions? A Reply 
R. J. Chambers 


R. WRIGHT’S comment (Aus- 
tralian Accountant, June) on my 
views regarding the relevance of full 
costs to price decisions draws attention 
to the need for a clinical study of the 
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price making process such as the col- 
cluding paragraph of my lecture sué- 
gested. Neither his views nor mine 
can be supported by the findings of any 
rigorous inquiry into the matter, an 
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in the absence of any such inquiry 
neither side can put forward anything 
more than “beliefs” or “opinions”. 

My analysis was directed, however, 
to the quality of the information which 
businessmen are given by the account- 
ing process. It attempted to show that 
this information, because of its nature 
and the processes by which it is de- 
rived, cannot lead to appropriate de- 
sions. Attention is directed to this 
pint: I was concerned not with 
whether or not businessmen do use ac- 
counting figures for pricing, but 
whether or not the information pro- 
vided by absorption costing could lead 
them to make appropriate decisions. 


To determine whether a decision is 
propriate it is common to adopt the 
giterion of maximum profit. It is 
demonstrable that profit is maximised 
atthe point where marginal cost equals 
marginal revenue. Mr. Wright does 
nt challenge this; nor does he offer 
my alternative test. His difficulties 
stem from what he considers marginal 
a one marginal revenue separately 
to be. 


He says “the marginal cost of a 
given product, in a given factory, can 
wsume widely different values, depend- 
ing on the range of output and on the 
time period under consideration.” 
True; but is the accountant entitled to 
refuse to make several calculations, and 
to make only one instead, in spite of 
the greater relevance of several pos- 
sible figures dependent on explicit al- 
rnative assumptions? In any case 
the variety of possible assumptions is 
lot as great as Mr. Wright suggests; 
for not only are there a given product, 
ida given factory—there is a given 
pint of time at which the calculation 
Sto be made, there is a given (pre- 
ent) scale of output, and there will 
ually be a given (by management) 
tntemplated change in output. With 
these data a unique marginal cost can 
calculated. At another point of 
lime, for a different level of output, 
te, there will be a different marginal 
“st, but it will be relevant to an en- 
trely new decision. My argument does 
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not disregard the possibility that for 
increases in output of 5 per cent. and 
of 50 per cent. there will be different 
marginal costs: I merely assert that at 
a given output and a given time each 
of those marginal costs can be calcu- 
lated. The complications Mr. Wright 
sees in determining marginal costs are 
complications of his own making. 


At a later point he suggests that any 
attempt to act on knowledge of the re- 
lationship between marginal cost and 
marginal revenue “presupposes a de- 
gree of accuracy and refinement in the 
measurement of marginal cost which 
cost accounting is unlikely to achieve 
in the foreseeable future.” This is 
open to grave challenges. For firstly, 
as marginal costing involves fewer ap- 
portionments than absorption costing, 
and therefore fewer applications of 
judgment, marginal cost cannot be less 
“accurate and refined” than total cost. 
And secondly, to claim that marginal 
costing cannot become “accurate and 
refined” in the foreseeable future 
surely is to overlook the fact that many 
firms now work with formal informa- 
tion which conforms with marginal 
cost concepts. And to contend, as Mr. 
Wright does, that if marginal cost 
were calculated the businessman would 
forget his overheads, is to take a very 
poor view of the intelligence of busi- 
nessmen or of the accountants who 
assist them or of both. 


Commenting on marginal revenue, 
Mr. Wright seems again to miss my 
point. It is true, as he says, that it 
is difficult to predict what the demand 
will be at any other price than the cur- 
rent one. But in the case of new pro- 
ducts there is no current price: and 
even though it is difficult to predict 
the effect of a change in price on the 
demand for an old product, in the case 
of both new and old products some ex- 
pectation must be formed. Whether 
businessmen call it marginal revenue 
or expected price there must be some 
precise figure to act upon. The way 
in which they are saved from serious 
error is by very conservative calcula- 
tions of expected costs and revenues. 
No businessman surely fixes a price to 
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find out what the demand is. He would, 
rather, calculate the net returns from 
various outputs, on the basis of the 
various prices he thinks he can charge 
having regard for the prices of similar 
things already on the market. Until 
he is well established, the scale of 
operations will tend to be lower than 
his best judgment of the total market 
he can command. In this way he at- 
tempts to determine demand and price 
simultaneously, for only thus can he 
judge whether his costs will leave a 
sufficient margin of profit for the risk 
he takes. The same considerations 
apply both to new and established pro- 
ducts. The full cost theory of pricing 
and the Hall and Hitch paper are not 
directed, as Mr. Wright implies, to ex- 
plaining the formation of initial prices, 
but to the formation of prices gen- 
erally. Mr. Wright’s admission of the 
adjustment of the initial price “in the 
light of experience and circumstances” 
is open admission of the influence of 
the market, just as are the provisos 


given in all but one of the cases re. 
ported by Hall and Hitch. 


In case there is any confusion on the 
matter, it should be pointed out that 
there is no question about whether al] 
costs should be recovered in total in. 
come. The only question is whether 
one kind of information is better than 
another for the purpose of deciding on 
prices to quote, volumes to produce, 
products to handle and similar mat- 
ters. Even more in complex multi- 
product firms, than in the simple cases 
often used for illustration, does it ap- 
pear that changes in aggregates (i.e, 
marginal figures) rather than changes 
in averages, are the simplest and most 
relevant figures for this purpose. It 
would be idle to assert that there are 
no difficulties in computing and using 
marginal costs, but in the conclusion 
of the study reported in N.A.C.A. Re 
search Bulletin No. 23 it is stated that 
companies which have adopted mar- 
ginal costing believe that the difficul- 
ties and disadvantages are outweighed 
by the advantages they derive. 





Note In Reply 


FP. K. Wright 


UNDAMENTALLY, I agree with 
Associate Professor Chambers that 
both he and I have been dealing in be- 
liefs and opinions, and I do not wish 
to prolong the debate. In this brief 
reply, I only want to draw attention to 
some of the things I did not say. 

1. I did not attempt to deny that 
prices are influenced by markets. 

2. I did not deny that different mar- 
ginal costs can be calculated at differ- 
ent levels of output; my point was that 
it would be bad business to change 
one’s price structure every time a new 
machine has to be bought, or some 
other step occurs in the marginal cost 
curve. 

3. I did not say that “if marginal 
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cost were calculated the businessman 
would forget his overheads.” I was 
merely trying to show, by an extreme 
example, that what accountants usually 
call marginal cost would not necessarily 
lead to maximum profits. 


4. I did not deny that marginal cost, 
in the accounting sense, can be useful 
for a variety of purposes; what I was 
at pains to deny was that it could 
supersede total cost, rendering the 
latter irrelevant. Professor Chambers 
quotation from the N.A.C.A. Research 
Bulletin on Direct Costing is perfectly 
compatible with my assertion that 
American firms which have adop 
direct costing still prepare full costs 
as a guide to pricing. 
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Australasian Institute of Cost Accountants 


General Council Meeting 


The Annual Meeting of General Coun- 
cil was held in Glenelg, South Australia, 
from 7 to 9 June, 1956. Representatives 
present were: Mr. C. B. Villiers, Presi- 
dent (Vic.); Mr. J. N. Keynes, Vice- 
President (S.A.) ; Mr. B. W. B. Ruffels, 
Treasurer (Vic.); Messrs. J. E. Mor- 
ten, A. F. J. Sutherland and H. F. Fox 
(Vic.); R. F. Jarman, W. H. Newton 
and H. L. Thomas (N.S.W.); E. H. 
Jones (W.A.); E. D. Elphinstone 
(Qid.); and Mr. O. L. Wilson as an 
observer from South Australia. 


The President, Mr. C. B. Villiers, in 
opening the meeting and welcoming 
five new representatives to a General 
Council Meeting, one from each State 
Division, expressed Council’s pleasure 
at the arrangements made for this first 
meeting outside the centre of a capital 
city and, further, that the Mayor of 
Glenelg (Mr. C. W. Anderson, J.P.) 
would receive members of General 
Council and the South Australian Divi- 
sional Council, later in the day. 

Major decisions, reported for the in- 
formation of members, were as follows. 


Affiliation with Australian Society of 
Accountants 


Members were informed in these 
pages, in the February 1956 issue, that 
the poll had resulted in 70.2 per cent. 
of members voting being in favour of 
affiliation and that the special resolu- 
tions had been lost, but that discussions 
with the Australian Society of Ac- 
countants would be continued. The 
Society has advised the Institute that, 
in the event of Institute members ap- 
proving of the Indenture or of amend- 
Ments to the Institute’s Articles in 
terms of the Indenture before 31 
December 1956, the Society will enter 
Into the affiliation proposal as pre- 
viously placed before members. 


On the first day of the General Coun- 
cil Meeting a requisition signed by a 
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group of notable members of the Insti- 
tute was presented to General Council 
requisitioning an extraordinary general 
meeting of members for the purpose of 
reconsidering the affiliation proposal. 


General Council will convene such a 
meeting in Melbourne on 1 August 
1956, and will again recommend to 
members that this proposal for affilia- 
tion with the Australian Society of Ac- 
countants be adopted. 


Registered students 


This feature of Institute service to 
students is steadily growing and mem- 
bership has passed the 100 mark. 
Students are taking part in many mem- 
ber activities as well as those specially 
arranged to assist students. State 
Registrars will be pleased to supply full 
details to any qualified accountants who 
may be interested. 


Examination prizes 


With the introduction of the revised 
examination syllabus, comprising five 
separate papers each with a separate 
pass, three General Council and Divi- 
sional Council prizes will be awarded 
for the highest marks obtained in 
Papers 1 and 2, in Papers 3 and 4, and 
in Paper 5, at each examination. Prizes 
will not be awarded unless the marks 
awarded are 75 per cent. or more. 


Cost Bulletins 


Issues during 1955 were Volume 2, 
Nos, 16 to 18 and Volume 3, No. 1. The 
Cost Bulletin Prize of £50 for the out- 
standing article submitted and accepted 
for publication during the year and 
three prizes of £10 each for the most 
practical, modern, short articles of 
1,500 words on cost practice in specific 
industries will be repeated in 1956. 
Contributions will be paid for at the 
rate of 10s. 6d. per page. 
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Honorary membership 


The highest distinction which the 
Institute confers in recognition of out- 
standing service to the Institute and the 
profession was bestowed upon Mr. 
Robert Linton Thwaites, F.C.A.A., a 
foundation member of the Institute and 
one who, for more than twenty years 
took an active interest as a councillor 
in the Victorian Division and played a 
leading role in the field of cost account- 
ing education and examinations. 


Institute text book 

General Council has arranged for the 
publication of a textbook on the sub- 
ject General Principles of Industrial 
and Commercial Organisation and 
Management for Cost Accountants. 

The Institute has been concerned at 
the dearth of suitable text material for 
this subject (Paper 5) in its syllabus. 
Mr. E. H. Jones, F.C.A.A., Head of the 
Department of Commerce, Perth Tech- 
nical College, has written this work 
specially for the Institute as its text 
material for Paper 5. 

This publication will appear as an 
excellent addition to Australian cost 
accounting literature as well as proving 
of great value to accountants sitting 
for the Institute’s examinations. 


Victorian and head office 

Growth of both membership and 
activities in the central divisional offices 
in Melbourne has reached a stage where 
the part time service is inadequate to 
meet the demands of the Institute. 
General Council decided that, in the 
event of the affiliation proposal being 
rejected by members, the Institute 
would set up and staff its own office in 
Melbourne. This will be shared by 
General Council and the Victorian Divi- 
sion and will result in considerably in- 
creased membership fees. This decision 
is very necessary for the further 
growth and continuation of the activi- 
ties of the Institute. 


Shortage of cost accountants 

This aspect received considerable at- 
tention. The last year has produced un- 
precedented requests from leading in- 
dustrial firms for qualified and ex- 
perienced cost accountants—who are 
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not available. Australia has less than 
2,000, and barely 1,500 qualified by ex. 
perience. The Institute cannot meet 
the requests being made for introduc. 
tions to members seeking cost account- 
ing positions or possessing this qualifi- 
cation prior to consideration for a 
managerial position. Members are re 
minded of the employment register 
maintained in each Division for the 
purpose of introducing them to pros 
pective employers seeking persons with 
the Institute qualification, and accoun- 
tants may note the opportunities avail- 
able to those holding the degrees of the 
Institute. 


Outside the meeting room 


The social side of the meeting was 
enhanced by the presence of the follow- 
ing wives of delegates and South Aus- 
tralian Divisional councillors: Mrs, J. 
N. Keynes (S.A.), Mrs. B. W. B. 
Ruffels (Vic.), Mrs. A. J. F. Suther- 
land (Vic.), Mrs. H. F. Fox (Vic), 
Mrs. E. D. Elphinstone (Qld.), Mrs. 0. 
L. Wilson (S.A.), Mrs. A. Moffat 
(S.A), Mrs. J. R. Sabine (S.A.). The 
visiting ladies enjoyed am excellent pro- 
gramme of sightseeing in and around 
the city of Adelaide. 

The South Australian Divisional 
Council and Registrar, Mr. J. Rolfe 
Sabine, are to be congratulated on the 
splendid arrangements made for the 
conference, held in the Glenelg Council 
Chambers, the annual general meeting 
of the Institute, and the social enter- 
tainment. 


New office-bearers 

At the conclusion of the meeting the 
retiring President, Mr. C. B. Villiers 
of Victoria, was congratulated on con 
cluding a second term of arduous office 
during a critical period in the history 
of the Institute. Office Bearers for 
1956-57 are: President, Mr. J. N. 
Keynes, F.C.A.A. (South Australia); 
Vice-President: Mr. B. W. B. Ruffels, 
F.C.A.A. (Victoria) ; Treasurer: Mr. A 
J. F. Sutherland, F.c.a.a. (Victoria). 

With the President of the Institute 
resident in Adelaide, Mr. C. B. Villiers, 
F.C.A.A. (Victoria) is Chairman of 
> aargr aap Committee of General Coun- 
cil. 
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Australian Society of Accountants 


General Council Meeting 


Meetings of General Council were held 
in Brisbane from April 30 to May 2 
and were attended by Mr: G. E. Fitz- 
gerald (Vic.), President (in the chair), 
and Messrs. L. A. Braddock (S.A.), G. 
L. Brodrick (W.A.), R. F. Butt (Qid.), 
J. G. Cooper (Tas.), C. K. Davies 
(Vic.), A. E. Dent (N.S.W.), J. H. 
Devitt (Qld.), L. H. Dillon (Vic.), G. 
F. George (S.A.), J. M. Groom (W.A.), 
W. P. Henson (N.S.W.), C. R. Hicking 
(N.S.W.), O. H. Paton (N.S.W.), W. 
T. Reid (Qid.), R. S. Sharp (Vic.) and 
the General Registrar. 


The President extended a welcome to 
the following new members of General 
Council and congratulated them on 
their election: Mr. L. H. Dillon (Vic- 
toria) and Mr. W. T. Reid (Queens- 
land). Mr. R. S. Sharp represented Mr. 
; a Gregory (Victoria), who is 
abroad. 


General Council resolved that the 
resignations of Sir Alexander Fitz- 
gerald and Mr. J. E. England be noted 
with great regret and that each of 
them be informed of the appreciation 
of this Council of their outstanding ser- 
vices to the Society and to the profes- 
sion over long periods of years. 


Major developments in the organisa- 
tion and activities of the Society were 
recorded in the annual report of 
General Council. These included a sub- 
stantial increase in membership, the 
total of which passed the 20,000 mark 
at the end of the year; the conduct of 
examinations on an extensive scale; 
the integration of the examinations of 
the Society with those of the Public 
Accountants Registration Board of 
New South Wales; further progress 
With the consolidation of the profession, 
and with the Bill for the registration 
of accountants in Victoria; and wide- 
spread membership activities and com- 
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munity service. To keep the document 
within reasonable compass, it was 
necessary to confine the report to an 
outline of major developments and to 
refer members to the annual reports of 
their Divisions for more detailed de- 
scriptions of the extensive work under- 
taken during the year. 


The task of maintaining an over-all 
supervision of the development of the 
work of the Society in all six Divisions 
and overseas is a heavy one. It would 
be impossible without the aid of a num- 
ber of hard-working standing commit- 
tees which meet throughout the year, 
and which convey their findings to 
General Council by means of written 
reports. There are seven of these com- 
mittees and the agenda for the annual 
meetings of General Council is made 
up of the items examined by, and re- 
ported upon, by these committees. In 
this way, General Council is kept in- 
formed of developments during the year 
and supplied with the data on which to 
determine major questions of policy. 
As in the case of the annual report, it 
is necessary to confine these notes on 
the business transacted at the meetings 
of General Council, which extended 
over three days, to matters of general 
interest. 


Registration of accountants 


Progress with the Bill for the regis- 
tration of accountants in Victoria was 
noted in the last issue of the journal. 
Details of its provisions will be pub- 
Poesy when released by the Govern- 
ment. 


Coat of Arms 

Members will be interested to know 
that an application for a Grant of Arms 
by Letters Patent is under discussion 
with the College of Arms. 
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Representation outside Australia 


General Council has approved the ap- 
pointment of a Local Representative 
and Committee of Advice at Kuala 
Lumpur, in the Federation of Malaya, 
along similar lines to those already es- 
tablished at Singapore and Hong Kong. 
This action has been taken in con- 
formity with the spirit of the Colombo 
Plan which seeks to assist South-east 
Asian countries with educational and 
cultural development. 


American lecturers 


Members of the profession in Aus- 
tralia have been well served by visiting 
Fulbright Professors of Accounting. 
Professor Mary Murphy came at an 
opportune time in 1953, when the 
Society was in the process of being or- 
ganised. Professor W. J. Vatter, who 
was attached to the University of Mel- 
bourne in 1955, gave many inspiring 
lectures to members in eastern States. 
This year, members in all States will 
have the benefit of lectures by Profes- 
sor Martin L. Black of Duke Univer- 
sity, North Carolina—another distin- 
guished authority on accounting and 
cost accounting. He will be attached to 
Canberra University College as a Ful- 
bright Lecturer. 


Professional conduct 


The following rulings of the Execu- 
tive Committee have been endorsed by 
General Council: 

(a) That members who advertised 
for taxation work committed a 
breach of By-law 6, and should 
be dealt with accordingly, al- 
though the practice did not con- 
travene the regulations of any 
Registration Board. 

That an advertisement offering 
a machine-posting service should 
not be accepted for publication 
in The Australian Accountant on 
the grounds that it constituted 
a breach of By-law 6. 

That an advertisement announc- 
ing a visit to a country town 
constituted a breach of By-law 
6 on the grounds that it did not 
come within the meaning of an 


announcement of “commence. 
ment or resumption of practice 
or an alteration of address” per- 
mitted by the By-law. 


Designations of members 

General Council has granted the 
necessary authority in terms of Article 
26 for a member to use the designations 
of the Local Government Auditors’ As- 
sociation of New South Wales in con- 
junction with those of the Society. 


Conference of university instructors in 
accountancy 

Following the conference of instruc- 
tors held in the University of Mel- 
bourne in August last, an appreciative 
letter was received from each of the 
professors and lecturers whose ex- 
penses were met from the Society’s 
grant. In reporting on the conference, 
Professor Sir Alexander Fitzgerald 
mentioned that considerable benefit had 
been obtained from the discussions and 
interchange of ideas that took place. 
Matters discussed included the teaching 
of accounting, co-ordination of research 
and plans for future meetings. 


Publication of technical material 

Genera! Council has considered means 
of publishing a selection of the many 
valuable papers presented to meetings 
and conventions of the Society. As the 
papers are usually too long for inclusion 
in this journal, General Council de 
cided: 

(a) that the principle of issuing bul- 
letins for the publication of 
technical material be approved; 

(b) that the first issue of the bulle 
tins be forwarded to all members 
with an insert asking members 
to indicate whether they wished 
to receive future bulletins; 

(c) that the issue of future bulletins 
in response to the enquiry in the 
first bulletin be left to the Exe 
cutive Committee. 

The technical bulletins will meet the 
needs of increasing numbers of mem- 
bers who are seeking the latest infor- 
mation on current accounting problems. 
They will make the information avail 
able to country and other member's who 
are unable to attend the numerous 
meetings and lectures now being held 
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in the various Divisions. Their publica- 
tion, in addition to The Australian Ac- 
countant, will be a costly venture. If, 
however, members show the same in- 
terest in the technical bulletins as they 
do in the expanded activities and ser- 
vices of the Society, the venture will 
be fully justified. 


Syllabus of examinations 


In the light of experience gained in 
the conduct of examinations under the 
new syllabus over the past two-and-a 
half years, General Council has ap- 
proved of amendments to the syllabus 
as set out below. 


Preliminary examination 

The content of English in the Pre- 
liminary examination will be extended 
to include a test in clear thinking, with 
the textbook Thinkers at Work, by A. 
Boyce Gibson and A. A. Phillips recom- 
mended for reading. The words “test 
in grammar, spelling and punctuation” 
will be substituted for the words “test 
in the correction of errors in grammar, 
spelling and punctuation.” 


Accounting and Auditing, stage 1 
The content of the subject will be 
extended to include: 
(a) Company accounts, to the ex- 
tent covered in chapters 18 and 
19 of Accounting Fundamentals, 
by Yorston, Smyth and Brown; 
(b) Simple analysis of financial 
statements, to the extent covered 
in Chapter 27 of Accounting 
Fundamentals, by Yorston, 
Smyth and Brown. 


Commercial Law 

This subject, which has consisted of 
two papers, will be divided into two 
subjects, each of one paper, and a 
separate pass will be granted in each 
subject. One subject will be named 
Commercial Law A” and will be in- 
cluded in stage 1; the other subject will 
> named “Commercial Law B” and 
will be included in stage 2. The content 
of the two existing papers will be 
spread over the two subjects. 


Company Law and Accounts, stage 2° 
is subject, which has consisted of 
© papers, will be divided into two 
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subjects, each of one paper, and a 
separate pass will be granted in each 
subject. The title of the first subject 
will be “Company Law and Procedure” 
and that of the second subject “Com- 
pany Accounts (including the law re- 
lating thereto).” The content of each 
paper will remain the same except for 
some minor adjustments. 


Accounting, stage 3 


The two subjects of Advanced Ac- 
counting and Management Accounting 
will be re-named “Advanced Account- 
ing—Part A” and “Advanced Account- 
ing—Part B” respectively. Two papers 
will continue to be set in each subject 
and a separate pass in each part will 
continue to be awarded. 


The content of Part A will be the 
same as the existing content of Ad- 
vanced Accounting and the content of 
Part B will be the same as the existing 
content of Management Accounting, 
with the exception that the item 
“Machine Accounting” has been de- 
leted. 


The textbooks recommended for Part 
A will remain the same, and those for 
Part B will be amended by deleting 
Mechanised Accounting, by V. L. 
Solomon, and including Business Bud- 
geting and Budgetary Control, by Wal- 
ter Scott (latest edition). 


Generally 


Except for the separation of Auditing 
and Business Investigations from Ad- 
vanced Accounting, the above amend- 
ments to the syllabus are the first major 
changes since the formation of the 
Society. Some of them are in the 
nature of refinements, but the principal 
changes are being made for the pur- 
pose of assisting candidates by a 
further separation of subjects. The 
amendment of the content of the Pre- 
liminary corrects a weakness in the 
existing wording and introduces a test 
in clear thinking which has been incor- 
porated in secondary school curricula. 
The expansion of Accounting and 
Auditing, stage 1, will facilitate an 
easier transition to Company Accounts, 
stage 2. The division of Commercial 
Law will enable candidates to cover the 
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whole scope of the subject more gradu- 
ally; and the separation of Company 
Law from Company Accounts will ease 
the burden of a composite examination. 
It will be observed, however, that a 
knowledge of the law relating to the 
items comprising Company Accounts 
will be necessary for a pass in the sub- 
ject. The re-naming of stage 3 account- 
ing subjects removes any suggestion 
that accounting for management pur- 
poses is divorced from accounting for 
other purposes, and is therefore a sub- 
ject for separate study. Greater em- 
phasis has been given to budgetary con- 
trol, while the item Machine Account- 
ing has been deleted from the syllabus. 
A knowledge of the processes of 
mechanisation can better be gained 
from a study of the application of par- 
ticular machines than from a study of 
textbooks. Candidates are recommended 
to attend demonstrations of the appli- 
cation of machine accounting arranged 
by Students’ Societies from time to 
time. 


General reports of examiners 


After each examination, the exami- 
ners issue a report on the weaknesses 
shown by candidates in answering the 
questions set in each paper. As the 
examiners draw attention to the cor- 
rect principles involved and refer to 
text material containing correct solu- 
tions, the reports should be carefully 
studied by all candidates. From the 
April 1956 examinations, copies of the 
reports will be available on application 
to a State Registrar, about three 
months after the last date of the ex- 
aminations. 


Certificate in bookkeeping 


General Council has decided that a 
certificate in bookkeeping may be ob- 
tained by a candidate who completes 
the first stage of the examinations of 
the Society in Accounting and Auditing 
and Commercial Law. This provision 
has been made for the candidate who 
requires evidence of having completed 
stage 1 of the examinations and for the 
candidate who does not intend to pro- 
ceed further with his studies in ac- 
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countancy, or who wishes to obtain, 
position as a bookkeeper. The certif. 
cate will clearly indicate that the per. 
son to whom it is issued will not possess 
the full qualifications of an accountant 
until he completes stages 2 and 3 of 
the Society’s examinations. An appli- 
cation for the issue of a certificate must 
be made in writing to a State Registrar 
and must be accompanied by a certif.. 
cate fee of £1 1s. It is considered that 
a certificate in bookkeeping will mee 
a need in the business community for 
which provision has not otherwise been 
made. It will also serve the purpose of 
distinguishing between the training re. 
quired by a bookkeeper as compared 
with that of an accountant. 


Joint examining scheme in New South 
Wales 

Examinations were conducted in New 
South Wales jointly with the Public 
Accountants Registration Board in Oc 
tober 1955 and April 1956 and General 
Council was glad to learn that the 
scheme had operated satisfactorily. 


Examination procedure and appoint- 
ment of examiners 


During the past three years, exami- 
nation papers have been set and marked 
by examiners of three former bodies 
and by examiners appointed for the new 
syllabus. From the April 1956 exami- 
nations, all candidates were required to 
sit for examinations of the new sylla 
bus. Because the numbers of papers 
were likely to be too great for a single 
examiner of each paper to mark within 
the allotted times, General Council ap- 
proved of a comprehensive procedure 
for the handling of large numbers of 
papers and for the appointment of ex- 
aminers. The scheme provides for the 
appointment of chief and assistant ex- 
aminers and for the co-ordination of 
the standard of marking candidates 
answers. Applications will shortly be 
called for positions of assistant e& 
aminers. 


Examiners of former institutes 
General Council placed on record its 

thanks and appreciation of the services 

rendered to the profession by exalll 
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ners in subjects of former Institute ex- 
aminations, which ceased in October, 


1955. 


Chartered Institute of Secretaries 


Advice received during the year that 
the Council of the Chartered Institute 
of Secretaries had approved of exemp- 
tions being granted from all but the 
three final papers in Secretarial Prac- 
tice, and the two papers in Economics 
of that Institute to candidates who 
were members of, or who were qualified 
for membership of, the Society was 
noted with satisfaction. This enabled 
the Chartered Institute of Secretaries 
to grant exemption for subjects ac- 
credited by the Society in respect of 
examinations passed with other bodies. 
Consideration was then given to the 
request of the Institute that exemptions 
granted by the Society in respect of 
examinations passed with the Institute 
be reviewed. General Council endorsed 
the recommendation of the Education 
Committee that, in addition to Account- 
ing and Auditing, stage 1, and Mone- 
tary Theory and Practice previously 
approved, exemption be granted in 
Commercial Law A, stage 1, and Com- 
mercial Law B, Company Law and 
Company Accounting, stage 2, in re- 
spect of equivalent subjects passed with 
the Chartered Institute of Secretaries. 


University of Tasmania 

Following discussions extending over 
the past two years and consideration 
of the papers set at the November 1955 
examinations, General Council has ap- 
proved of complete exemptions being 
granted in respect of accounting and 
taxation examinations passed at the 
University of Tasmania. Previously, a 
student of that University who passed 
in all the accounting and legal subjects 
was required to pass the examinations 
of the Society in Commonwealth In- 
come Tax Law and Practice of stage 2, 
and Management Accounting of stage 3. 


Exhibitions and prizes 


Exhibitions and prizes formerly 
awarded by the amalgamated bodies 
Were maintained by the Society until 
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the end of 1955. It was contemplated 
that, from 1956 onwards, prizes for 
the highest marks in each subject of 
the new syllabus would be awarded on 
both a Commonwealth and a State 
basis. General Council has now decided 
that Honours Certificates should be sub- 
stituted for prizes. It is of the opinion 
that the major satisfaction to a student 
lies in the attaining of a first place and 
that a certificate, which he could keep 
and display, would be just as acceptable 
to him as books to the value of three or 
five guineas, particularly as the values 
of these sums were continually 
diminishing. Endowed prizes and ex- 
hibitions, of course, will be maintained. 


Financial position of the Society 

Careful consideration was given to 
the overall financial position of the 
Society presented and analysed in the 
various statements prepared for 
General Council. The position will 
again be reviewed by the Finance Com- 
mittee later in the year in relation to 
the growing commitments of the 
Society. Particular attention will be 
given to the cost of conducting exami- 
nations in view of the substantial loss 
being incurred on examination and 
student services. 


Form of annual report 

Consideration was given to various 
means of reducing the cost of issuing 
each year six reports of Divisional 
Councils and a report of General Coun- 
cil. It was found that, except for post- 
age and envelopes, little saving would 
be effected by the issue of a composite 
report, because the report issued to 
every member would need to incorpor- 
ate details of activities of every Divi- 
sion. It has therefore been decided that, 
whenever it is practicable to do so, the 
report of General Council should be 
issued with the report of each Divi- 
sional Council in the several States. 


Report on office procedures 

As requested by General Council, the 
General Registrar prepared a report 
on office procedures which incorporated 
a report on the conference of Regis- 
trars held in August 1955 at which the 
conduct of the Society’s affairs was ex- 
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amined in detail and means of effecting 
economies in administration were ex- 
plored. After perusing these reports, 
the Executive and Finance Committees 
intimated their satisfaction with the 
various systems and procedures in 
operation. 


Binders for loose copies of the journal 

General Council has approved of the 
provision of binders for loose copies of 
The Australian Accountant at a cost of 
25s. each (including postage) for mem- 
bers who require them. This cost is 
considerably lower than the cost of 
binding. Further details of this facility 
will be published shortly. 


Programme of research 


General Council was glad to learn 
from the report of the Accounting Re- 
search Committee that a number of 
committees had been appointed in 
various Divisions to undertake assign- 
ments of research. A project on “Pre- 
paration of Consolidated Statements” 
had been completed during the year by 
a New South Wales committee and 
published as Statement on Accounting 
Practice No. 1. Other committees had 
reached advanced stages in their in- 
vestigations, including a Victorian 
Committee which has been reviewing 
the accounting provisions of Australian 
company legislation. As difficulty was 
being experienced in defining the scope 
of some enquiries, a detailed conspectus 
of the research involved was being pre- 
pared by the Research Officer. To ex- 
pedite progress with the research pro- 
gramme, a small standing committee 
of the Central Research Committee, 
which comprised members from various 
States, had been appointed. 


Treatise award 

General Council has approved of a 
periodic award of a mounted gold medal 
and a suitable citation for the best 
Australian treatise on accounting. Full 
particulars of the nature and basis of 
the award will be published shortly. 


Technical and social activities 


A comprehensive report, suggesting 
means of extending the technical and 
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social activities of the Society, was cir. 
culated to members of Divisional Coun- 
cils in June 1954. The Membership 
Committee was glad to bring to the 
notice of General Council the marked 
increase of activities and services dur- 
ing 1955. In doing so, it reviewed the 
recommendations previously made, in 
the light of experience, and pointed out 
a number of ways in which the activi- 
ties of the Society could be further ex. 
tended. 


Branches 


In addition to extensions of the ac- 
tivities of the Society in metropolitan 
areas, the General Council was glad to 
observe the numbers of meetings held 
at the Branches. These, together with 
various regional conventions, had car. 
ried the services of the Society to men- 
bers in country districts. General 
Council was glad also to note the for- 
mation of a further branch of the 
a Australian Division at Mt. Gam- 

ier. 


District groups 

The Membership Committee ex- 
pressed the opinion that a useful pur- 
pose would be served by the formation 
of district groups in areas where mem- 
bers were located in insufficient num- 
bers to form Branches. It felt that the 
formation of such groups would fill a 
gap in the existing organisation of 
members into divisions and branches, 
that the groups would lead to a further 
decentralisation of activities and that 
they would constitute nuclei for future 
branches. Formal rules for the conduct 
of district groups were considered to be 
unnecessary. In places where a Divi- 
sional Council considered that a useful 
purpose would be served by providing 
members with the means of meeting 
together for their mutual advantage, it 
could appoint a Local Representative 
and, if it so desired, a small local com- 
mittee. General Council adopted the 
recommendation that the organisation 
of the Society embrace the formation 
of district groups, and Divisional Coun- 
cils were authorised to form such 
groups for the purposes and along the 
lines mentioned. 
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Articles of Association 

General Council has approved of 
recommendations for the amendment 
of several of the Society’s Articles to 
meet current conditions. Details of 
these will be submitted to members for 
consideration at an extraordinary 
general meeting which will be convened 
by notice in the next issue of the jour- 
nal. 


Bills of Exchange Act 


The Parliamentary and Laws Com- 
mittee reported that it had considered 
the desirability of the Society en- 
deavouring to have the provisions of 
the Bills of Exchange Act simplified, 
particularly in relation to the endorse- 
ment of cheques. 


A memorandum on the matter was 
prepared by one of the legal members 
of the Committee. Consideration was 
given to commercial, legal and account- 
ing implications of amending the law 
relating to the endorsement of cheques, 
covered in articles in various journals. 


The Committee reached the conclu- 
sions that the Act had worked satisfac- 
torily since its introduction in 1909; 
that, as legislation short of complete 
prohibition on the drawing of cheques 
payable to order was unlikely to change 
the present practice, the manner in 
which cheques should be drawn was a 
matter on which the banks could advise 
their customers; and that, should any 
specific amendment be suggested, the 
Society could express its opinion on 
their desirability. These conclusions 
were endorsed by General Council. 





CUFFENE PLFOHLEMS iiscussed in overseas journals 


History of accounting 


_ Three interesting articles in Account- 
ing Research, January, deal with dif- 
ferent facets of the history of ac- 
counting. J. D. Edwards, The Ante- 
cedents of American Public Account- 
ing, describes the origin and growth 
of public accountancy in Scotland and 
England, and its transplantation to 
U.S.A. American public accounting 
Practice was established by English 
frms setting up branches there to 
handle the audit of British companies 
operating in America. 


R. R. Coomber, The Accounts of a 
French Emigré Officer, traces the 
authorship of these accounts to a 
member of a British regiment of 
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Notes prepared by members of the 
teaching staff in the Department of 
Accounting, University of Melbourne 


French nationals around the close of 
the eighteenth century. The story be- 
hind the transactions recorded in the 
accounts is full of human interest. 


J. P. Kelly, The Audit of Govern- 
ment Accounts, outlines the evolution 
of governmental audits from the ad- 
ministrative audit, concerned largely 
with arithmetical accuracy, which dates 
back to Norman times, to the complete 
and detailed audit of all government 
accounts for purposes of parliament- 
ary, rather than treasury, control. 
The modern governmental audit is 
based on the Exchequer and Audit 
Department Act of 1866, by which the 
administrative audit was consolidated 
with the new appropriation audit. 





CURRENT PROBLEMS 


Education for accounting 


The Accounting Review, January, 
contains several papers on education 
for accounting given at the Phila- 
delphia Convention of the American 
Accounting Association. C. R. Nis- 
wonger discusses ways of offsetting the 
recent decline in number and quality 
of students undertaking business 
courses, and particularly the account- 
ing majors in such courses. E. A. Noyer 
makes five suggestions for attracting 
good students to accounting, but fore- 
casts that the problem of the future 
will be to cope with the large number 
who will wish to major in accountancy. 
T. F. Carroll deals with the problem of 
attracting and maintaining a supply 
of effective accounting teachers. In 
U.S.A, during the next two decades, 
trained staff available for replacements 
is likely to be less than half the annual 
requirements by the late 1950’s, and 
less than a third of requirements 
by 1970. Besides considering sources 
of supply and methods of attracting 
teachers, he suggests greater economy 
in the use of available staff, by increas- 
ing the size of discussion groups and 
by replacing some such classes by lec- 
tures to groups of 300 or more. 

Of particular interest is the report 
of a task committee which presents the 
results of an undergraduate curriculum 
study. This study covers the nature 
and relative importance of the account- 
ing content of business courses in most 
of the colleges and universities of 
U.S.A. 

G. R. Horne, Professional Training 
for Accountancy in Canada, points out 
that the pattern followed in Canada is 
similar to that in Great Britain, where 
training is by apprenticeship rather 
than through schooling, with the sys- 
tem complicated by the existence of 
four professional accounting bodies. _ 

One of the major problems in ac- 
countancy today is that of keeping 
teaching staff abreast of practical 
problems and of providing practical 
illustrations that enliven student dis- 
cussion. In an attempt to grapple with 
this problem the University of Texas 
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arranged for A. F. Wagner, a partner 
of Haskins and Sells, to accept a post 
on their accounting staff of one semes. 
ter. His report, and the observations 
of the faculty, are given in an article 
entitled An Experiment in Education, 


Accounting theory 

The Determination of Stockholder 
Income, by N. B. Seidman, in The 
Accounting Review, January, replies 
to an earlier article by G. R. Husband, 
in which an agency view of the cor- 
poration was developed. The reply 
argues that the corporation “has be 
come a social and economic being in 
its own right”, and that accounting 
problems are best resolved from “the 
separate entity point of view, so as to 
best conform to economic reality in a 
free enterprise society”. 

In the same issue of the Review, 
Benchmarks and Beacons is a résumé, 
by H. C. Greer, of the development of 
accounting thought over the past forty 
years. He tells of the strivings of the 
profession for general recognition of 
underlying principles and standards of 
accounting, and concludes with sugges- 
tions for an improved programme of 
reporting and interpretation, with em- 
phasis on the requirement of full dis- 
closure. 

The final instalment of The Measure 
ment of Profits—A Study in Methods, 
by Raj K. Nigam, in Accounting Re- 
search, January, shows the results of 
the author’s work—an index for each 
major industry in Britain of profits 
for each quarter of the period Decem- 
ber 1949 to December 1953. The 
author stresses the need for such an 
index, and points out that profit is the 
only important item in national income 
statistics which does not have an index 
of its own. His index relates to & 
sample of 291 companies out of a popl- 
lation of 2,493 companies, and the re 
sults are illuminating. Such an index 
would be of great value to private busi- 
ness, as well as for the general econo- 
mic analysis of an economy. 

The same issue of Accounting Re 
search includes the fourth research 
lecture on Accounting Dynamics by 
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Professor F. Sewell Bray. This lecture 
discusses the construction of mathe- 
matical models to calculate the func- 
tional relationships in the operating 
data of businesses. These relationships 
are of vital importance in the solution 
of many managerial policy problems, 
as for instance in regulating invest- 
ment in inventories. 


Published reports 

The Accountants Journal (London), 
March, reproduces the annual report 
of an English engineering company. 
Novel and informative features include 
the use of statistical tables to show the 
employment of profits in the business, 
the revaluation of fixed assets and ac- 
cumulated depreciation charges by 
means of index numbers, and a sum- 
mary of the company’s ability to meet 
its financial commitments. 


Valuation 

A broad field is covered by Thomas 
Lister, An Accountant’s Thoughts on 
Valuation, in The Accountants’ Maga- 
zine, March. 

The article begins with a wide de- 
finition of valuation, and proceeds to 
clarify the implications of that defini- 
tion. The definition in question is 
familiar in one form or another to most 
students of economics; interest centres 
on the explanation and illustration of 
its various facets. 

Turning from the area of valuation 
generally, the author examines specific 
items such as stock and work in pro- 
gress, debtors, fixed assets and liabili- 
ties. Within the limits of a magazine 
article, the discussion is necessarily in 
the nature of a quick appraisal rather 

n an exhaustive examination. 

A warning that both the seller’s and 
the buyer’s view must always be con- 
sidered is given in an observation at- 
tributed to Lord Chandos: “Never sell 
4 company on a chartered accountant’s 
valuation, but if you can buy one on it 
you will, in the long run, prosper.” 


Organisation 
Cost and Management, March, con- 
tains two articles on organisation. 
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W. C. R. Jones, Manufacturing Organ- 
isation, describes the organisation of 
an ideal manufacturing enterprise 
from the inception of the idea, through 
plant construction and hiring of per- 
sonnel, to the final flow of the finished 
product; and Croft Brook, Executive 
Organisation, outlines some of the 
principles of operating an effective 
executive organisation, dealing in par- 
ticular with line and staff relationships, 
the use of management assistants, and 
some of the management tools such as 
the organisation chart and a manage- 
ment guide. 


Management controls 

D. H. Hill and J. A. Chudley, The 
Development of Management Controls: 
A Case Study, The Cost Accountant, 
March, adopt the device of using a 
hypothetical case to describe the way 
in which a complete system of manage- 
ment controls can be introduced into 
a firm. 


Management accounting 

H. C. Greer, Let’s Have the Story— 
Quick, N.A.C.A. Bulletin, December, 
shows how to speed up the presentation 
of operating results. The proposed 
schedule of monthly reports is as fol- 
lows: on first day after close of month, 
a condensed profit and loss statement 
and balance sheet, with projection of 
expected results for the month which 
has just begun; within a week of clos- 
ing, complete reports on revenues, 
costs, expenses, variances, budget com- 
parisons, etc. This article is not merely 
a piece of exhortation, but a list of 
practical suggestions showing how it 
can be done. 

In the same issue, A. M. Harto- 
gensis discusses the philosophy and 
technique of management control, then 
outlines the part which the accountant 
should play in this function; and M. K. 
Evans takes the reader, step by step, 
through the planning and installation 
of a system of budgetary control. 


Cost control 
Cost Control as 
Smaller Business 


Applied to the 
Organisation, by 
L. J. Benninger, in The Accounting 
Review, January, describes the various 
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techniques which the accountant can 
use to assist management in the con- 
trol of cost, but attaches prime im- 
portance to the income statement 
which, it is claimed, has more signifi- 
cance as a measure of efficiency in a 
small firm than in a larger organisa- 
tion. Provided the expense classifica- 
tions employed are adequate, projected 
income statements provide the frame- 
work within which cost standards are 
best set. 


Dan A. Hackney, Cost Control in the 
Rubber Industry, Cost and Manage- 
ment, March, describes the control of 
costs by means of comparisons with 
standards and budgets. He also de- 
scribes the remedial steps to which 
these controls lead. 


Control of marketing costs 


The growing importance of market- 
ing costs is considered by A. J. Shep- 
pard in Market Costing, The Account- 
ants Journal (London), March. The 
author shows that most of the account- 
ing techniques used for control of pro- 
duction costs can be applied equally 
well to marketing costs. 


Hire-purchase accounting 


In The Accountant, March 10 and 17, 
H. Simpson Cook outlines various 
methods of recording hire-purchase 
transactions and of dealing with pro- 
fits from these transactions in the final 
accounts. 


Retail store accounting 


The National Retail Dry Goods As- 
sociation of America has recently pub- 
lished a new manual of recommended 
uniform accounting procedures for re- 
tail stores. In the N.A.C.A. Bulletin, 
March, K. J. Bauer discusses changes 
made since the last issue of the manual 
thirty years ago. 


Depreciation 

Depreciation—The Development of 
An Accounting Concept, in The Ac- 
counting Review, January, by P. D. 
Woodward, examines railroad history 
and legal decisions to show the rela- 
tively recent emergence of what is now 
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the “generally accepted accounting 


principle” of depreciation. 


New product development 

The importance of product diversif- 
cation in the American economy is well 
brought out in J. A. McFadden’s de 
scription of the organisation of New 
Product Development, N.A.C.A. Bul 
letin, March. 


Tendering for government contracts 

W. C. Hasemen, N.A.C.A. Bulletin, 
March, reports on the bidding prae- 
tices of 31 American firms engaged in 
military contract work. 


Labour costs 

Fringe wages—pension payments, 
group insurance premiums, paid holi- 
days and sick leave, discounts on pur- 
chases and the like—form an increas 
ingly large part of today’s labour cost. 
Robert E. Seiler, Fringe Wages and 
Production Costs, Cost and Manage 
ment, February, discusses the different 
ways in which these fringe wages vary 
with the volume of production, and it- 
cludes in the article a table showing the 
results of a survey of fringe wage pay- 
ments made in 1953 by the U.S. Cham- 
ber of Commerce. 


Direct costing 

In the N.A.C.A. Bulletin, December, 
R. W. Sauber presents a one-act play 
in which the five top executives of a 
company discuss an income statement 
based on standard costs. Dissatisfac- 
tion arises over the fact that in months 
of high production, over-absorption of 
expense leads to a high profit, while n 
months of low production, under-ab 
sorption causes a loss. This could be 
corrected, of course, by treating the 
over- or under-absorbed amount as 4 
variance in the month in which it 0 
curs, but the president rejects this 
further “complication to a me 
which is already too complex”, and 
comes out strongly in favour of direct 
costing. 

Frank M. Carter, Lumber Costs, 
Direct vs. Absorption, Cost and Mat- 
agement, February, relates the experr 
ence of a small company in developing 
a workable system of handling costs. 
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The company has operated both ab- 
sorption and direct costing systems, 
and has had a chance to evaluate each 
of them. 


Allocation of indirect costs 

Three articles in the December issue 
of the N.A.C.A. Bulletin deal with vari- 
ous aspects of this problem. 

R. J. Hoy, Absorption Costing—A 
Practical Application, describes a sys- 
tem in which the expenses of indirect 
departments are not distributed to 
direct departments, but are carried 
direct to product lines as product on 
cost. 

“Should administrative expenses be 
allocated to branches or other operat- 
ing units? If so, what method should 
be used in making such an allocation?” 
T. W. Blegen’s article summarises in- 
formation brought out in a discussion 
group on these questions among a 
group of N.A.C.A. members. The prac- 
tices of six different companies are de- 
scribed, and conclusions suggested. 

E. Murrell, How We Take Purchase- 
Related Costs to Products, describes 
the basis of allocation of these costs in 
the U.S. Rubber Company. 


Standard costs 


Why We Use Standard Costs, by 
T. G. Cullinan, N.A.C.A. Bulletin, 
March, reviews the advantages of pre- 
determined over historical costing. 

In the same issue, P. W. Osler shows 
how gross profit may be estimated, 
under standard costs, before the full 
operating results become available. 
The main difficulties arise, of course, 
in forecasting the variances. 


Case study in cost accounting 

In the N.A.C.A. Bulletin, December, 
L. H. Hulbirt describes in great detail 
4 system of Service Shop Cost Control 


for Appliance Retailers. In the same 
issue, W. F. Yeatts shows how to deter- 
mine Ingredient Costs of Paperboard 
for Folding Cartons. 

In the March issue of the Bulletin, 
L. G. Spencer reports on a special in- 
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vestigation by the Plastics Department 
of General Electric into the effect of 
length of run upon the cost of a job 
order. It was found that conversion 
cost for a two-day run was 30 per cent. 
higher than for a thirty-day run. 

In the same issue, M. S. Young de- 
scribes the procedures used by his com- 
pany to control the cost of constructing 
$80 million worth of steel plant. 


Internal auditing 


Every operation and activity has to 
be planned before it can be executed. 
Usual strengths and weaknesses in 
operations frequently result from plan- 
ning as distinct from performance. 
Herbert G. Kimball, The Internal 
Auditor, March, in reviewing his past 
activities as an internal auditor, ques- 
tions whether his work has been fully 
effective because planning is generally 
considered outside the realm of audit- 
ing. He offers some useful suggestions 
as to how the auditor might make him- 
self more valuable by reviewing and 
appraising planning activities. 

In the same issue Charles L. Mitchell, 
in an article entitled The Criteria of 
a Profession, presents an analysis of 
the elements of a profession and sets 
them up as standards against which we 
can appraise both our present achieve- 
ments and our future goals. 

It has been said that an auditor can 
best perform his appraisal function if 
he puts himself in the shoes of the 
owner of the business. Herbert P. 
Buetow, The Internal Auditor, March, 
enlarges on what management expects 
of the auditor, and shows how the 
auditor should put himself “in the 
owner’s shoes”. 

Many of us view the work of the 
internal auditor in its narrow technical 
concepts. However his value can be 
immeasurably increased if he treats 
his technical services as one phase 
only of a broader scope of activity. 
Elmer Johnson, The Internal Auditor, 
March, presents a stimulating approach 
to the broadened audit responsibility, 
covering areas of communications, re- 
presentation, sales, advertising and 
public relations. 
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Australian Society of Accountants 


VICTORIAN DIVISION 

June Luncheon 

Members present heard an inspiring address 
from Mr. John Casson on the subject of Lan- 
guage in Action. The speaker, well known 
in the theatrical world and now with Personnel 
Administration Victoria Pty. Ltd., dealt ad- 
mirably with the subject of communication by 
the use of words. 


Family Circle discussion 

A near record number of members heard 
Mr. Arnold Hancock, B.Com., A.A.S.A., speak 
on the subject of Investigating a Business. 
The speaker dealt mainly with the investigat- 
ing of a business from the point of view of 
an underwriting broker, but made it clear that 
the underlying principles in any investigation 
were the same. 


Ballarat Branch 

The first meeting of the members of the 
Branch for 1956 was held under the chair- 
manship of Mr. W. S. Hooper, A.A.S.A., on 
Wednesday evening, May 30, when Mr. Rey- 
nolds of the Victorian Employers’ Federation 
gave an interesting address on Industrial 
Legislation. Mr. Reynolds introduced his sub- 
ject with a brief historical survey of the de- 
velopment of conciliation and arbitration in 
both the State of Victoria and the Common- 
wealth. 

He then covered recent aspects of court 
decisions on long service leave and the impli- 
cations of the recent basic wage judgment. 
Many interesting points relating to the subject 
were covered in the subsequent question time. 

Mr. N. A. Crouch, a member of the Branch 
Council, proposed a vote of thanks and supper 
was served after the meeting. 


Bendigo Branch 

Members of the Branch on the evening of 
18 May saw a most interesting series of films 
supplied by the State Film Centre. Subjects 
included Management in Industry, Commer- 
cial Supervision, Employer-Employee Relation- 
ships, and a colour film of the Canadian 
Nature Sanctuary. 


Deaths of members 

Divisional Council records with regret the 
deaths of the following members: Messrs. 
T. F. Bourke, R. D. Lynch, J. J. Whelan and 
W. M. Wright. 

It is regretted that by error in the May 
issue the following members were shown as 
deceased: Messrs. G. E. Barker, M. E. 
McCarthy, W. F. Osborn and G. H. Thomas. 
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Personal 

Mr. Colin George Atkinson, a Victoria 
member now resident in South Australia, has 
been appointed to the position of Director of 
Social Services for South Australia. 


NEW SOUTH WALES DIVISION 
Accountants and Secretaries Professional 
Officers’ Association of New South Wales 

At the second annual general meeting of the 
Accountants and Secretaries Profession! 
Officers’ Association of New South Wales, the 
following were elected office-bearers for 195: 
President: Mr. N. G. Baur, F.A.S.A., F.C.1§; 
Vice-President: Mr. C. P. Rowe, F.ASA; 
Committee: Messrs. G. McL. Andrews, MBE, 
A.A.S.A., F.C.LS.; A. H. Brownrigg, A.A.SA, 
A.C.LS.; A. R. Butterfield, A.A.S.A., ACIS; 
and R. H. Wright, A.A.S.A., A.C.LS.; Trustees: 
Messrs. G. McL. Andrews, M.B.E., A.ASA, 
F.C.LS.; A. H. awe A.A.S.A., A.C1S; 
and R. H. Wright, A.A.S.A., A.C.LS. 

Mr. L. F. Abrahams, F.CLS., was appointed 
Secretary. 


Credit and Collections series 

A series of three lectures designed to give 
members an outline of the principles and prac- 
tice of credit and collections was delivered in 
the Stawell Hall, Royal College of Physicians 
on 22 and 29 May and 5 June. Details of the 
lectures are: 

The Economics of Instalment rw, Bs 
P. S. Shrapnel, B.Com., A.B.1.A., 
mist, W. D. Scott and Co. 

Assessment of Credit Standing; Mr. 2 
Wright, Eastern Suburbs Lime and Cement 


Pty. Ltd. i 
Collection Methods; Mr. M. J. Bates, Credit 
Manager, Mark Foys Ltd. ‘ 
The lectures delivered were of a very pratti- 
cal nature and the support given to the series 
by members was most encouraging to the 
Divisional Council. 


Annual Ball 


The first Divisional Ball was held at the 
Trocadero on Wednesday, 6 June, and th 
following official guests were present: 
State Auditor-General and Chairman of 
Public Accountants Registration Board (Mr. 
W. J. Campbell) and Mrs. Campbell; the Chair 
man of the Institute of Chartered Accountants, 
New South Wales Division (Mr. C. R. Kely- 
nack) and Mrs. Kelynack; the Chairman of 
the Chartered Institute of Secretaries, 
South Wales Division (Mr. E. A. Burley) am 
Mrs. Burley; the President of the New 
Wales Law Institute (Mr. L. W. Taylor) and 
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Mrs. Taylor; and the Assistant Director of 
Technical Education (Mr. R. E. Dunbar) and 
Mrs. Dunbar. 

The members and guests present had a most 
enjoyable evening and this ball will be the 
forerunner of many to come. Two floor shows 
were presented by the Flying Devillaros, and 
a number of prizes were awarded throughout 
the dance programme. 


Members’ luncheon 

A members’ luncheon was held at the 
Trocadero on Wednesday, 23 May, at which 
the guest speaker was Dr. D. Craven, Manager 
of the South African touring rugby union 
tam. Dr. Craven holds a position at the 
Stellenbosch University in the Faculty of 
Anthropology. He delivered a most interest- 
ing and instructive address, which was 
punctuated with touches of humour. Dr. 
Craven was accompanied by the Assistant 
Manager of the team, Mr. B. de Villiers. 

The State President was also pleased to 
weleome to the luncheon the Chairman of the 
Australian Rugby Union, Mr. A. W. Brecken- 
idge, and the President of the New South 
Wales Rugby Union, Mr. J. G. Blackwood. 

A vote of thanks to the guest speaker was 
moved by Mr. R. R. Farrell. 


Coming events 
July 12: 


July 18: 
July 19: 


Financing a Business Enter- 
rise; Lecture. 
embers’ Luncheon, Troca- 

dero. 

Financing a Business Enter- 

prise; Lecture. 

Taxation Lecture. 

Taxation Lecture. 

Members’ Luncheon. 

Taxation Lecture. 

Taxation Lecture. 

Accounting Convention, 
Wollongong. 


Canberra Branch 
The first lecture in the 1956 series was 
delivered to members of the Canberra Branch 
on Friday, 18 May, at the Hotel Ainslie-Rex. 
The speaker was Mr. Robert Jay, B.A., B.Com., 
whose subject was The Classification of Gov- 
emment Transactions for Purposes of Econo- 
mic Policy. The lecture was very well re- 
telved and promoted a lively discussion. The 
h Chairman, Mr. R. C. West, was in 


August 14: 


Neweastle Branch 
The Honorary Branch Secretary, Mr. F. S. 
Scorer, F.A.S.A., retired from office in March. 
Mr. Scorer had established the Accountants 
Secretaries Educational Society of New- 
tastle, which went out of existence in 1937 
when the Newcastle Branch of the Common- 
Wealth Institute of Accountants was formed. 
was the first and only Secretary of that 
» and he continued in office when the 
Australian Society of Accountants was formed. 
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Mr. Scorer served one term as President of 
the Branch Council. 

At the annual meeting in March, Mr. D. M. 
Purcell, A.A.S.A., was appointed to succeed 
Mr. Scorer as Honorary Branch Secretary. 


Personal 

Mr. E. W. Mackenroth, A.A.S.A., has re- 
tired from the accountancy profession and has 
disposed of his practice at 129 Phillip Street, 
Sydney. 

Messrs. Sherley & Sherley have now opened 
a branch office at 690-2 Pittwater Road, Brook- 
vale. (Postal address: P.O. Box 23, Brook- 
vale.) 

Messrs. Staples and Staples have admitted 
Mr. Neville B. Moore, A.A.S.A., as a partner. 
The firm will continue to practise under the 
name of Staples and Staples. 


Mr. J. C. Gold, F.A.S.A., states that as 
from 1 June, 1956, his address was changed 
to Cathcart House, llc Castlereagh Street, 
Sydney; telephone numbers, BW 4037, BW 4038. 


The practice of Mr. K. O. A. Loane, 
F.A.S.A., is now being carried on under the 
name of William Tarleton & Co., 16 Barrack 
Street, Sydney. 

The accountancy practices of Messrs. A. F. 
Ure, A.A.S.A., and T. Lyman, A.A.S.A., have 
been amalgamated and will be conducted under 
the firm name of Ure, Lyman and Co., at the 
Commonwealth Bank of Australia Chambers, 
306 Pitt Street, Sydney. 


QUEENSLAND DIVISION 


Educational Group 

The last meeting was held on 10 May 
in the Oddfellows Hall, Charlotte Street, Bris- 
bane, where a large audience listened with 
interest to an address by Mr. N. J. Loveday, 
M.A., A.A.S.A., Secretary of McWhirters Ltd., 
on the subject of Human Problems in Account- 
ing. Much benefit to members was gained 
from his paper and from the discussion which 
followed. 

The Chairman of the Educational Group 
Committee, Mr. A. S. Donnelly, moved a vote 
of thanks to the speaker. 


Accountants and Secretaries’ Educational 
Society 

The last meeting was held on 6 June in 
the meeting room of the Brisbane Chamber 
of Commerce, and was noteworthy as being 
the John S. McInnes Memorial Lecture. The 
selected speaker was Mr. J. H. Hoare, partner 
in the firm of Thynne & Macartney, Solicitors, 
who delivered a paper on Some Aspects of 
Company Law as it Affects the Accountant 
and Secretary. 

The occasion was marked by reference to 
the work done by the late Mr. John S. McInnes 
in the interests of company law and its prac- 
tice by the accountant and secretary. 

The appreciation of members for the paper 
delivered by Mr. Hoare was suitably expressed 
by Mr. J. G. Orr. 
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Bundaberg section 

On 24 May, Mr. G. Chenery, Secretary of 
Gibson & Howes Ltd., delivered an address 
to members on Shares in Companies. Mr. 
Chenery’s address was greatly appreciated by 
members present. 

At the July meeting Mr. H. Q. Boyes will 
deliver an address on Costing, to be followed 
by a tour of the Bundaberg Foundry. 


Port Kembla steel works 

By arrangement with the Wollongong 
Branch of the Australian Institute of Manage- 
ment, members of the Educational Society 
made a study tour on 7 May of the steel 
works. Members appreciated the co-operation 
of the Australian Institute of Management 
and Broken Hill Proprietary Co. Ltd., in 
making this tour by Queensland members 
possible. 


SOUTH AUSTRALIAN DIVISION 


Annual golf match 

Twenty-four members took part in the 
annual golf match with the Institute of 
Chartered Accountants in Australia, which 
was played at the Royal Adelaide Golf Club 
on Wednesday, 13 June, 1956. 

The Match was won by,the Society, 6 
matches to 4, with 2 drawn. 

Winners for the Society were Messrs. Dolan 
and Linquist, Garrett and Butcher, Sabine 
and Schultz, Horton and Campbell, Bellenger 
and Skinner, Howland and Root. The results 
of the bogey competition were: best score, 
Mr. R. W. B. Middleton, A.C.A. (Aust.), 2 up; 
best first nine, Mr. D. P. Hill, A.A.S.A., 1 up; 
best second nine, Mr. D. C. Horton, A.A.S.A., 
1 up. 


Port Pirie convention 

Eighty members attended the first state 
convention held at Port Pirie from 25 to 27 
May, 1956. The Australian President, Mr. 
G. E. Fitzgerald, attended the convention at 
the invitation of the South Australian Divi- 
sional Council. 

The convention was officially opened by the 
Mayor of Port Pirie, Mr. C. L. Davis, M.P. 
Following the Mayor’s opening address, Mr. 
C. F. Tilsen, Shipyard Planning Engineer of 
the Broken Hill Proprietary Company Limited, 
Whyalla, gave an interesting address on the 
a Industries, illustrated by slides and 

ms. 

Mr. R. H. Harding, A.A.S.A., Cost Officer 
of the Broken Hill Associated Smelters Pty. 
Ltd., Port Pirie, presented the first paper on 
Control of Metallurgical Process Costs by 
Direct Costing. Mr. Harding said that tech- 
nical developments in accounting are assisting 
management to map out the course that a 
business should take, and to see that the 
desired course is followed. Business budgets 
which are flexible enough to care for chang- 
ing conditions are being supplemented by a 
new approach which does away with compli- 
cated allocations of expense and so reflects the 
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fundamental behaviour of costs. This new ap 
proach is known as direct costing and is bei 
used in metallurgical and other industries fo 
cost control. It also provides data whid 
allows sound decisions to be made regarding 
the best use of the company’s resources, 


On Saturday evening a Domestic Forun 
was held under the Chairmanship of Mr. J. 4. 
Keenan, Chairman of the Activities Com. 
mittee. Mr. G. E. Fitzgerald led the dis. 
cussion on the first topic, Registration of 
Accountants. Other speakers on this subject 
were Messrs. G. F. George and L. H. Duncan, 
members of the South Australian Divisiong] 
Council. 


The second subject for discussion, Higher 
Educational Entrance Requirements, was le 
by Mr. R. J. Humby, a former examiner of 
the Society, and other speakers were Messrs. 
O. L. Wilson and L. A. Braddock, President 
of the South Australian Divisional Council 


Both topics were the subject of considerable 
discussion and this prevented time being de. 
voted to the third subject, Additional Services 
and Finance. 


On Sunday morning, Mr. R. L. Mathew 
presented a paper on The Response of South 
Australian Companies to the Post-War In 
flation, prepared by Mr. Mathews (Reader 
in Commercial Studies, University of Adelaide) 
and Mr. J. McB. Grant (Lecturer in Econo. 
mics, University of Adelaide) on behalf ofa 
research group comprising members of the 
Australian Society of Accountants working 
in co-operation with the Departments of Eco- 
nomics and Commercial Studies, University 
of Adelaide. 


Mr. Mathews said that the capital require 
ments of companies had expanded rapidly 
due to (a) increased physical investment in 
fixed assets and stocks: and (6) rising costs 
of replacing assets. To finance the capital 
formation companies substantially increased 
their savings and relied heavily on new issues 
of shares and debentures, but nevertheless 
found it necessary to resort to short-term 
borrowing on a large scale. The continued 
increase in short-term borrowing over such 4 
long period graphically illustrates the financial 
difficulties that result from the combined effects 
of conventional accounting methods and it 
flation. 


The action taken by companies to counteratt 
the effects of inflation took three forms: Te 
valuation of fixed assets, creation of secre 
reserves, and allocation of profits to disclosed 
reserves. 


Companies failed to make sufficient prov- 
sion for the effects of inflation on their & 
counts and amounts paid out in dividends and 
taxes exceeded by a substantial margin > 
come theoretically available for distribution 


The conclusions of the research group were 
that unless steps are taken to build up 
serves to offset the effects of inflation, 
spread business failure is likely to accompaly 
the next recession in economic activity. 
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NEWS AND NOTES 


On Saturday afternoon the majority of 
members accepted invitations to inspect the 
Broken Hill Associated Smelters, and the 
uranium treatment works of the Radium Hill 
Project. 

The Divisional Council was encouraged by 
the response of members to this first state 
convention and is at present considering the 
possibility of holding another convention in 
1957. 


Institute of Chartered Accountants in 
Australia 

On Friday, 15 June, members of the South 
Australian Divisional Council entertained 
members of the State Council of the Institute 
of Chartered Accountants in Australia at an 
informal gathering in the Divisional Council 
Meeting Room. 


Future activities 

The only activity arranged for August is 
an educational film evening to be shown at 
the Shell Theatrette on Monday, 6 August. 
Notices to members will be issued in due 
course. 


Personal 

Mr. L. J. Seward has been elected a member 
of the Stock Exchange of Adelaide. 

Mr. C. G. D. Bowen has retired as Registrar 
of the Industrial Court, a position which he 
has occupied for thirty years. 


WESTERN AUSTRALIAN DIVISION 


Smoke social 

The annual smoke social was held on 23 
May, at Anzac House, and was attended by 
approximately 280 members. It was felt that 
the arrangement this year of divorcing the 
annual meeting from the smoke social was 
a great improvement. Members were better 
able to move around and greet their friends, 
and there was a more pleasing continuity of 
entertainment. 


Bunbury Branch 

o educational evenings were arranged 
recently at Bunbury Branch. Mr. C, G. 
Hammond gave a most informative talk on 
Budgeting and Mr. H. L. Thomson’s subject 
was the Frailey Letter Clinic. This took the 
form of an illustrated address as reproduced 
by record. The evenings were well patronised 
and were greatly appreciated by those attend- 
ing. 


Australian Accountants Students’ Society 


SOUTH AUSTRALIAN DIVISION 


Annual meeting 

The annual meeting of the Society was held 
at the Curzon Theatrette, Adelaide, on 21 
May. The annual report was read and 
adopted and a new committee of nine mem- 
bers was elected, including Messrs. Howie, 
Wreford, Hixon, Jamieson, Ling, Halliday 
and Gricks. 


Australasian Institute 
VICTORIAN DIVISION 


Public lecture series on budgeting 

The speaker at the first session was Mr. 
J.G. Spall, Sales Manager, Southern Division, 
Kia Ora Industries Ltd., whose topic was 
Practical Sales Budgeting. At the second 
session Mr. B. W. B. Ruffels, of Offner, Had- 
ley & Co., Chartered Accountants (Aust.), 
spoke on the subject, The Finance Budget. 

_ Both lectures were very well attended and 
it was very obvious the subjects chosen were 
of great interest to members. A feature of 
these lectures is the opportunity for questions 
at the conclusion of the addresses. A number 
of those present took the opportunity to ask 
questions concerning problems they had en- 
countered. 
Office-bearers 

_ At the April meeting of Council, the follow- 
ing office-bearers were elected to the Vic- 

Divisional Council: President, Mr. H. F. 

Fox; Vice-President, Mr. R. L. Rowe; Trea- 
wirer, Mr. R. O. Thiele; General Councillors: 
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Mr. J. M. Jones has been appointed the 
representative of the Divisional Council, Aus- 
tralian Society of Accountants, on the 
Students’ Society Council. 

On 28 May a meeting of the new committee 
was held and the following officers elected: 
Mr. R. B. Jamieson (President), Mr. C. R. 
Halliday (Vice-President), Mr. S. Ling 
(Hon. Treasurer), and Mr. P. M. S. Gricks 
(Hon. Secretary). 


of Cost Accountants 


Messrs. B. W. B. Ruffels, J. E. Morten, H. F. 
Fox and A. F. J. Sutherland. 

A tribute was paid to the excellent work 
carried out by the retiring President, Mr. 
A. F. J. Sutherland. 


QUEENSLAND DIVISION 


Office-bearers, 1956 

After the annual meeting, the following 
office-bearers were elected by the State 
Council: Mr. H. M. Harrison, F.C.A.A., State 
President; Mr. N. F. Morris, F.C.A.A., State 
Vice-President; Mr. G. F. Griffin, F.C.A.A., 
State Treasurer; and Mr. G. M. E. Offner, 
F.C.A.A., State Registrar. 
Research and study group 

Inventory Ccntrol was chosen as the open- 
ing subject for 1956, and at the first meeting 
on 17 May Inventory Control in the Retail 
Trade was dealt with in a comprehensive 
manner by two speakers: Mr. E. W. Munro 
of A. W. Munro & Co., and Miss J. F. Mills 
of Rothwells Outfitting Ltd. 
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PROFESSIONAL 
NOTICES 


Rate per line, 5/-; minimum per insertion. 15/-. 


ASSISTANT ACCOUNTANT—quali- 
fied, required by Emperor Gold Mining 
Co. Ltd., Fiji. Good prospects promotion. 
Married man preferred. Costing experi- 
ence desirable. Salary range £1,000 to 
£1,200 Fiji currency per annum equal to 
£1,125 to £1,350 Australia. Excellent cli- 
mate and amenities available, generous 
leave allowed. Apply in writing with 
copies only of references to Cook, Tomlins 
& Mirams, 360 Collins Street, Melbourne, 
C.1. 


ASSISTANT TO PRACTITIONER—Mel- 
bourne accountant with Audit and Taxation 
experience commencing practice has time avail- 
able to assist other accountants. Reply Box 
425, c/o Australian Society of Accountants, 37 
Queen Street, Melbourne. 


ACCOUNTANT AND TRUST OFFICER 


A qualified or near qualified Accountant is 
required by leading Provincial Trustee Co. 
Trust and taxation experience desirable. 
Excellent salary—opportunities for promotion. 
Apply in first instance to:— 
Vocational Officer No. 1 
Hemingway Robertson Institute, 

Bank House, Bank Place, Melbourne, MY 1671. 


SENIOR (qualified or near qualified) 
or female, for responsible position with 
tising accountant in city. Audit and tax 
experience necessary. Growing practice. G 
prospects and salary commensurate with 
perience. Reply to No. 213, c/o Australi 
Society of Accountants, 5 Bligh Street, § 
ney. ch 

MELBOURNE PRACTITIONER, ex 
enced in accounting, auditing and taxation} 
time available to assist other account 
Reply Box 424, c/o Australian Society” 
Accountants, 37 Queen Street, Melbourne, 


FOR SALE—Burroughs Desk Model B 
keeping Machine; four years old; excelle 
condition, suitable posting Debtors and © 
tors Ledgers; been regularly serviced by B 
roughs and thoroughly recommended. Fu 
particulars contact Accountant, Day & ! 
Pty. Ltd., Box 107, Nambour, Queensland. 


PRACTICE FOR SALE—Established 
tice in Port Moresby, good climate. Nis 
appointed offices in central position and ff 
equipped. Gross fees (approx.) £3,500. I 
chaser would require knowledge of Audit 
No Taxation applies at present to Territ 
of Papua. Good terms could be arranged) 
right person. Reply G.P.O. Box 127, FB 
Moresby, Papua. ‘mi 
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